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Complaint Filed: June 6, 2012
Trial Date: None Set

22

23 I, ALEX GURZA, declare:

24 1. I am a Deputy City Manager and the Dixectoi of the Office of Employee Relations

25 in the City Manager's Office for the City of San Jose (hereinafter, "City"). I submit this

26 declaration in support of the City's Motion for Summary Adjudication. I have personal

27 knowledge of the facts set forth below and if called as a witness I could and would testify

28 competently thereto.
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2. I have been employed by the City of San Jose in theOffice of Employee

Relations since October 3, 1994. During that time, I have been responsible for the formulation

of City policies in connection with employee compensation and benefits and for the

negotiation of wages, benefits and other terms and conditions of employment with the labor

unions that represent City employees.

The City of San Jose's Workforce

3. The City employs approximately 5400 full-Mime equivalents ("FT6s"); FTEs are

the combined total number of budgeted full-time positions. For example, one full-time position

equals oneFTE, and two half-time positions equal one FTE. The majority of the workforce is

organized. The following labor unions represent City employees

• Association of Building, Mechanical and Electrical Inspecroxs (ABMEn —
approximately 67 FTEs.

Assooiation of Engineers and Acchiteets (AEA), IFPTE Loca] 21 (Units 041,.
042 and043) — approximately 214 FTEs

.. Association of Legal Professionals (ALP) — approximately 36 FTEs

Association of Maintenance Supervisory Personnel (AMSP), IFPTE Local 21 —
approximately 78 FTEs

• City Association of Management Personnel (CAMP), IFPTE Local 21 —
approximately 329 FTEs

• Confidential Emptoyees' Organization (CEO), AFSCME Local No. 101 —
approximately 189 FTEs

• InternaGona] Association of Firefighters (IAFF), Local 230 — approximately _
646 FTEs

International Brotherhood of Electrical Workers (IBEW), Local 332 —
approximately 73 FTEs

International Union of Operating Engineers, Local No. 3 (OE#3) —
approximately 664 FTEs

Municipal Employees' Federation (MEF), AFSCME Local 101 —
approximately 1851 FTEs

• San Jose Police Officers' Association (SJPOA) — approximately 1 107 FTEs

4. .The City workforce also includes two units of unrepresented employees, the

ExecutiveManagement and Professional Employees (Unit 99), and Other Unclassified Non-

n~ae N~ i »cv~?SO?F 1
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Management Employees (Units 81 and 82).

5. The City establishes terms and conditions of employment with its labor unions

through collective bargaining. Periodically, the City and labor unions enter into Agreements,

which are ratified by the union membership and approved by the City Council through enactment

of resolutions. If the CiTy and labor unions cannot come to agreement, the Citymay implement

after impasse procedures the City's Last, Best and Final Offer ("LBF") by City Council resolution,

except that iFthe City and the unions representing police officers and firefighters do not come to

an agreement, depending on the issue, the City Char[er provides for interest azbitration to resolve

the dispute. For unrepresented employees, the City Council establishes compensation by

resolution. Retirees aze not represented by any City labor union.

Plaintiffs [n This Case

6. Plain6fis in these five consolidated cases are either City labor unions oe current and

former members of City labor unions, including:

• Plaintiffs in the Mukhar case are current and retired former members of the
Association of Engineers and Architects [Mukhar is president of AAA), and
Association of Maintenance Supervisory Personnel ([Dapp is president of
AMSP.

• Plaintiffs in the Sapien case are current and retired former members of the
International Association of Firefighters (IAFF), Local 230.

• Plaintiffs in the Harris case are current and retired former members of the
International Union of Operating Engineers, Local No. 3 (OE#3).

Plaintiff AFSCME is a labor union representing two City bazgwining units
(Municipal Employees' Federation [MEF] and Confidential Employees'
Organization [CEQ]).

• Plaintiff SJPOA is a City labor union.

Ciri Retirement Plans

7. The City has two retirement plans, the Polioe and Fire Department Retirement Plan,

~'~, for police officers and firefighters, and the Federated City Employees' Retirement System, for all

other employees. The provisionsfor these plans are established in the City Charter, City

Municipal Code and agreements with labor unions. The plans include both pension and retiree

health benefits. The plans aze administered by two independent retirement boards, which invest

3 Case No. 112CV225926
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retirement funds, contract for audit and actuarial services, issue financial reports and determine

employee eligibility for benefits.

&. Based on actuarial reports, the boards establish yearly contribution rates to be paid

by employees and the City, as a percentage of salazy; to fundemployee retirement benefits.

Although the independent retirement boards determine flee yearly contribufions needed to fund the

plans, the Charter, Municipal Code and agreements with unions determine how contributions are

to be divided between employees and the City.

Measure B

9. Beginning in 2009, the City's contributions for retiree pensions began to

dramafically increase and create signif cant deficits in the City budget In September 201 Q the

City's Auditor released a report entitled "Pension Sustainability: Rising Pension Costs Threaten

The City's Ability To Maintain Service Levels — Alternatives For A Sustainable Future." The

Auditor's Report contained a number of recommendations to reform the City's retirement systems

and decrease costs. A true and correct copy of the Auditor's report is attached as Exhibit 1.

10. In May 2011, the City Manager released the Fiscal Reform Plan with

recommendations to achieve cost reductions and/or new revenues for the Genera] Fund to allow

for a restoration of services, including addressing increasing retirement costs.

11. In 2011, the CiTy began to meet and confer with City unions over a plan to amend

the City Charter to reform the CiCy's retirement systems. Under the requirements of Seal Beach

Police O~cers'Assn. v. City of5eal Beach, 36 Cal. 3d 591 (1984), the City met and conferred Fox

over a year buC ultimately did not reach any consensus with unions over retirement reform

~ measures.

12. In Mazch 2012, the City Council voted to place Measure B on theballot to amend

the City Charter's retirement provisions. In June 2012, the voters enacted Measure B by

approximately 70 percent [n favor of Measure B. Soon after, City labor unions, employees and

retirees filed [he £roe actions that were later consolidated under the caption for this case.

13. Measure B contains provisions that addcess employee contributions to pension and

reGcee health benefits, the creation of alternative pension plans, the end of a supplemental retiree
4 Case No. 112CV225926
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event of an emergency, among other issues.

Emolovee Contributions Towards Pension Plays

14. Measure B requires employees to make additional pension contributions to the

retirement system to defray pension plan unfunded liabilifies unless they voluntarily elect to enroll

in an alternative lower cost plan. Specifically, Measure B Section Y506-A requires employees to

make additional payments in increments of 4% of pensionable pay per yeaz, up to a maximum of

16% of pensionable pay per year, bui no more than 50% of the costs per year to amortize any

pension plan unfunded liabilities. (Section 1506-A). These contributions ace credited to

employees' retirement accounts.

I5. Prior to the enactment of Measure B, City employees made "additional" pension

contributions under agreements between the City and its labor unions for the purpose of paying

towazds the CiTy's unfunded pension liabilities. City employees also made, or were required by

the City to make, wage concessions as an alternative to making additional pension contributions.

The City considers retirement contributions, wages and other benefits to be part of "Total

Compensation" for City employees. "Total Compensation" is the total cost to the City of pay and

benefits, including base pay, retirement contributions, health insurance, and other benefits.

16. As stated above, in 2009, the City faced significantly increased retirement

conhibutions towards employee pension benefits and a lazge deficit caused in large part by the

increased contributions. To mitigate the CiTy's fiscal shortfall, in 2010 the City negotiated with

City unions to achieve a 10%reduction in total compensation for the purpose of reducing the

potentially significant service reduction and layoffs of City employees required to balance the City

budget

24 I Z In 2010, a coalition of City unions proposed that the CiTy achieve this

25 compensation reduction by employees making an "additional" pension contribution to defray the

26 City's required pension contributions. This coalition consisted of AEA, ABMEI, AMSP, CAMP,

27 IBEW and OE#3 ("Coalition"). (Plaintiffs in the Mukhar case are members and/or former

28 members of AEA and AMSP [Plaintiff Mukhar is president of AEA, plaintiff Dapp is president of

5 Case No. 112CV225926



1 AMSP], and plaintiffs in the Harris case are members and/or former memberspf OE#3 J

2 18. The SJPOA and IAFF also offered proposals to achieve compensation reduction via

3 employees making an "additional" pension contribution to defray the City's required pension

4 contributions. (The SJPOA is plaintiff in the SJPOA case; plaintiffs in the Sapien case axe

5 members and/or former members of IAFF.)

6 19. The Coalition unions took fine posiUOn that the additional employee retirement

7 contribution of 10%could be authorized by an amendment to the Municipal Code and did not

8 violate the City Charter. An initial proposal received from the Coalition stated:

9 5.1.2. AddiYiona] Retirement Contribution.

10 Effective June 2T, 2010 through June 28, 2011, all employees will
make additional retirement contributions in an amount equivalent to

11 10% of total compensation effective June 27, 2010. The amounts so
contributed will be applied to subsidize and thus reduce the prior

12 service conVibutions that the City would otherwise be required to
make. The parties specifically understand that this agreement

13 neither alters nor conflicts with the City Chazter Section 1505(c)
because under this agreement, employees will be subsidizing the

14 City's SecSion 1505(c) required contribution. This employee
retirement contribution is in addition to and apart from Ute employee

15 retirement eontribution rates established and approved by the
Federated City Employees' Retirement System Board. This

16 additional employee contribution shall be reduced by half (50%)
effective the first payroll period for Fiscal Yeaz 2012.

17
. + . ~

18
In order to implement this provision, the City may be required to

19 amend the Federated City Employees' Retirement System by
adopting an ordinance amending the San Jose Municipal Code.

20 These contributions shall be treated in the same manner as any other
employee contiibukons. Accordingly, these additional employee

21 contribufions will be made on a pre-tax basis through payroll
deductions pursuant to IRS Code Section 414(h)(2) and will be

22 subject to withdrawal, return and redeposit in the same manner as
any other employee contributions_

23
A true and correct copy of the Coalition proposal provided to the City, dated 6/I S/10, 425

24
pm, is attached as Exhibit 2. True and correct copies of additional union proposals by Coalition

25
members and by the SJPOA and IAFF to pay an increased employee contribution rate are attached

26
as Exhibits 3 thru 6.

27

28
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1 20. During the negotiations over the payment of the additional pension contributions,

2 representatives of the Coalition unions and the CiTy, including myself, discussed the legality of the

3 additional contributions under the City Charter. Under the City Charter, the contribution rate to

4 pay for "current service or current service benefits" may not exceed the ratio of 3 for employees [o

5 8 for the City, but the contribution rate to pay For "prior service orprior service benefits" is not

6 subject to any ralio. The Coalition unions took the position that the additional retirement

7 contribufions for unfitnded liabilities were to pay fox "prior servioe" which is not subjeot to the 3

8 to 8 ratio under the Charter. Thus, the unions took the position that the employees could pay the

- 9 entire pension contribution required for the unfunded liabilities.

0 21. In a letter dated June 17, 2010, the Coalition unions transmitted copies of their

11 proposal to make the additional pension contributions to the Mayor and City Council. A true and

7 2 correct copy of the letter and attached agreements that we teoeived is attached as Exhibit 7.

13 22. During the City Council hearing on the proposal for employees to make additional

14 pension contributions, Christopher Platten, an attorney representing members of the Coalition,

15 stated the posiUOn of his clients that die City Charter was nota barrier to employees paying the

16 increased conVibution rates. A transcript of his comments are attached as Exhibit 8.

17 23. For the three yeaz period, 2010, 201 I and 2012, the union Agreements or Last Best

18 and Final Offers, with authorizing resolutions, are attached as E~chibits 9 thru 34 in alphabetical

d 9 order by union. The memoranda from myself and other City employees in connection with the

20 CiTy resolutions contained in E~ibits 9 thru 34 were made by and within the scope of the

21 employees' public duties, were made at or neaz the time of the act, condition or event described in

22 the memoranda, and reflect information from City financial and collective bargaining records:

23 24. During fiscal year 2010-2011, the following six unions agreed that their members

24 would pay additional employee pension contribufions, both ongoing and one-time, as well as a

25 onetime base pay reduction, equivalent to approximately 10% of total compensation, except the

26 POA agreed that its members would pay 5.25% in. additional employee pension eontribuYions on a

27 one-time basis. The additional contributions and pay reductions were to be used to defray pension

28 plattunfundedliabilitiea
'J Case No. 112CV225926
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• Association of Engineers and Architects (AEA) (plaintiff Mukha, lead plaintiff
in the Mukhar~ case, is piesident of the union). [Exhibit 11]

Association of Maintenance Supervisory Personnel (AMSP) (plaintiff Dapp, a
plaintiff in the Mukhar~ case, is president of the union). [Exhibit I S)

• City Association of Management Personnel (CAMP). [E~chibit 17]

International Brotherhood of Electrical Workers, Local 332 (IBE4~. [Eachibit
23]

• Operating Engineers, Local No. 3 (OE#3) (which represents plaintiff's in the
Harris case). [E~ibit 25]

• San Jose Police Officers' Associalion (S7POA) (plaintiff in the SJPOA case).
[Exhibit 29]

True and correct copies of the Agreements, aad authorizing resolutions are attached as

indicated above next to each union.

25. The following unions orgroups agreed to a wage reduction rather than paying

additional employee pension contribution rates, or the City imposed a wage reduction in the form

of a Last Best and Final Offer or by resolution:

• Association of Building, Mechanical and Electrical Inspectors (ABMEI).

(E~ibit9]

• Association of Legal Professionals (ALP). [~hibit 13]

• Executive Management and Professional Employees (Unit 99). [Exhibits 32,

33]

• Other Unclassified Non-Management Employees (Units 81 and 82). [E~chibit

32,33]

Tnae and correct copies of these Agreements or Last Best and Final Offers, and authorizing

resolutions, are attached as indicated above next to each union.

26. Only three bargaining units did not come to an agceemenf with the City during

2010-2011. The International Association of Firefighters (IAFF), Local 230), which represents

plaintiffs in the Sapien case) had a Memorandum of Agreement (MOA) [hat expired in 2009, did

g Case No. 112CV225926
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not come to any ageement with the City during 2010-2011, but came to an agreement with the

City in 2011 to take an approximate ongoing ]0%wage reduction. (Exhibit 21) Confidential

Employees' Organization (CEO),. AFSCME Local 101 (E~ibit 20) and Municipal Employees'

Federation (MEF), AFSCME Local No. 101 (represented by plaintiff in the ~1FSCME case)

(E~ibit 28) had a closed contract in 2010-2011, but in 2011-2012 the City imposed an

approximate 12%wage reduction as paR of the City's Last, Best and Final Offer. True and

correct copies of these Agreements or Last Best and Final Offers, with authorizing resolutions, aze

attached as Exhibits 2Q 21, and 28.

27. The union agreements to pay additional employee pension contributions contained

substantially similar provisions. For example, the 2010-20ll MOA beriveen the City and the

Association of &ngineers and Architects (AEA Unit 43), of which plaintiff Mukhar is the

president, states at Section 10.1.1:

On-Goin¢ Additional Refirement Conhibutions. Effective June 27,
2010, all employees who are members of the Federated CiTy
Employees' Retirement System will make additional retirement
contributions in the amount of 730% of pensionable compensation,
and the amounts so contributed will be applied to reduce the
contributions that the City would otherwise be required to make
for the pension unfunded liability, which is defined as all costs in
both the regulaz retirement fund end the cosriof-living fund, except
current service normal costs in those funds. This additional
employee retirement contribution would be in addition to the
employee retirement contribution rates [hat have been approved by
the Federated City Employees' Retirement System Board. The
intent of this additional retirement contribution by employees is
to reduce the City's required pension retirement contribution-
rate by a commensurate 7.30% of pensionable compensation, as
illustrated below ... ". [Emphasis added]

In addition, the union agreed to an addilional one-time additional pension contribution "in

the amount of 3.53% of pensionable compensation, and the amounts so contributed will be

applied to reduce the contributions that the City would otherwise be required to make

during that time period for the pension unfunded liability...." (Section 10.1.2) [Emphasis

added]

28. The unions also agreed to the City amending the Municipal Code to provide for the

payment by employees of these "additional contributions." The AEA agreement stated: "The

q Case No. 112CV225926
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parties understand that in order to implement this provision, an amendment must be made to the

Federated City Employees' Retirement System that requires an ordinance amending the San Jose

~I Municipal Code." (Exh. 11 at Section 10.1.4.) The POA agreement stated: "The parties

understand that in order to implement this provision, an amendment must be made Yo the Police &

Fire Department Retirement Plan Utat requires an ordinance amending the San Jose Municipal

Code." (Exh. 29 at p. 3 of POA's Memorandum of Agreement.) See Exhibits 11, 15, 17, 23, 25,

'.. and 29.

29. As agreed with the unions; the City amended the Municipal Code provisions for

~'. both the Federated Plan and Police and Fire Plans to authorize payment by employees of

'.. additional pension contributions and provide that these contributions could be used to offset the

City's pension contributions. (See Municipal Code 3.28.775, 3.28.955 [Federated], 336.1525

[Police and Fire].)

30. Most of the additional employee contributions and/or wage reductions for fiscal

year 2010-2011 equaled approximately 10% of employee total compensation. In the following

two fiscal years, 2011-2012 and 2012-2013, the unions that had agreed4o the additional employee

contributions agreed to take the ] 0%reduction in total compensation as a straight wage reduction,

and other unions agreed to take or continue to take wage reductions. For those unions that did not

agree, the City imposed a wage reduction as part of the City's Last, Best and Final Offer. True and

correct copies aze attached as Exhibits 1Q 12, 14, 16, 18, 20, 22, 24, 26, 28, 30, 31, and 34.

31. During negotiations over compensation, the City and its employee unions have

treated increased employee pension contribution rates as interchangeable with wage decreases.

Both aze elements that reduce "Total Compensation," which is the total cost to the City of pay and

benefits, including base pay, retirement contributions, health insurance, and other benefits.

Increased employee pension contributions have some advantages over wages for employees. The

deductions are made pre-tax and are credited to the employee's retirement account, which means

that if the employee leaves. employment with the City, the employee has the option of taking the

balance of the retieement a000unt. During the later negotiations; the City received an e-mail from

a union iepresentaUve making these points. A true and correct copy is attached as E~ibit 35.

10 Case No. 112CV225926

DECLARATION OF ALEX GURZA IN SUPPORT OF CITY OF SAN JOSE' S MOT10N FOR SUMMARY
ADJUDICATION



21

3

4

5

6

7

8

9

10

ll

12

13

14

IS

16

17

18

19

20

21

22

23

24 ''

25

26

27

28

Emulovee Contributions Towards Retiree Healthcare

32. Measure B requires that: `Existing and new employees must contribute a

minimum of 50% of the cost of retiree healthcaze, including both normal cost and unfunded

liabilities.° (Section 1512-A: Retiree Healthcaze.)

33. Under the Municipal Code, the Ciry's retirement plans subsidize retiree health care

premiums for eligible retirees who have 15 or more years of service with the City. The retirement

plans pay 100°/a of the premium for the lowest cost plan, offered by the City, for either single or

family coverage. Payments for reliree medical premiums are made from a refirement system

medical benefits fund, or a trust fund, which are accounted for separately from the pension funds.

34. In the case of both the Federated and the Police and Fire Retirement Plans, the

Municipal Code requires that employees and the City make contributions towards retiree medical

benefits on a one to one ratio. (Municipal Code 3.283&5(C); 336.575(D).)

35. Contribution rates for retiree healUtcaze benefits, which are separate from pension

contribution rates, aze established by the independent retirement boards based on data from the

'. board's actuary.. Historically, the contributions from employees and the CiTy did not fully prefund

~~ the cost of employee retiree healthcare benefits. In 2007, the City began to address Che new

GASB reporting standards that required state and local governments to disclose the full cost of

"unfunded actuarial liabilities" for "Other Post-Employment Benefits° ("OPEB") such as retiree

healthcaze.

36. Actuazial studies reported the City's unfunded liability for cedree health care to be

as high as $1.65 billion, if it did not prefund the health care costs, and $1.14 billion if it fully

prefunded the costs. Attached as Exhibit 36 is a true and correct copy of a Memorandum dated

July 24, 2007, from myself and others to Mayor and City Council, regazding "Retiree Healthcare."

The memorandum attaches We and correct copies of repoRS received by the City from [wo

actuaries: Report from Bartel Associates, LLC, re "Retiree Healthcare Plan, June 3Q 2007,

Federated City Employees"; Letter from Segal Company, dated Januazy 12, 2007, Re Police and

Fire Plan GASB Results: True and correct copies of the reports are attached as Exhibits 37 and 38.

37. After receipt of these reports; the City Council directed City staff to begin

1 I Case No. 112CV225926
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negotiations with CiTy unions over contributions towazds payment of the full "Annual Required

Contributiod' ("ARC") -the contribution needed on an annual basis in order to cover the

estimated costs of the reAree health care benefit for current and future retirees. The ARC is

expressed as both a dollar amount and as a percentage of payroll,

38. Beginning in 2009, the City reached agreement with most City unions for

employees and the City to continue paying the cost of retiree healtheare on a onato-one ratio, and

to phase in additional employee and City contributions, in the same ratio, to eventually fully fund

the ARC.

39. The City reached agreements with the following unions;

• Association of Building, Mechanical and Electrical Inspectors (ABMEI);

• Association of Engineers and Architects, IFPTE Looa121 (AEA Units 41/42

and 43) (plaintifF Mukhaz, lead plaintiff in the Mukhar• case; is president of the

union);

Association of Maintenance Supervisory Personnel, IFPTE Local 21 (AMSP)

(plaintiff Dapp, a plaintiff in the Mukhar case, is president of the union);

• City Association of Management Personnel, IFPTE Loca121 (CAMP);

International Brotherhood of Electrical Workers, Local No. 332 (ISEI~;

Municipal Employees' Federation, AFSCME Local 101 (MEF) (plaintiff in the
AFSCME case); _

• Confidential Employees' Organization, AFSCMB Local 101 (CEO);

• San Jose Police Officers' Association (plaintiff in the SJPOA case); and

• International Association of Firefighters (IAFF), Loca1230 (representative for

employee plaintiffs in the-Sapien case); the agreement with IAFF was reached

in 2011 and the City and employees represented by IAFF began to phase in

additional retiree healthcaze contributions starting in 2011.

True and correct copies of these Agreements and authorizing resolutions with unions are

attached as Exhibits 39 (agreement covering ABMEI, AEA, AMSP, CAMP, IBEW, MEF, and

CEO), 40 (resolution approving agreement), 41 (resolution and agreement covering POA), and 21

(resolution and agreement covering IAFr).

j 2 Case No. 112CV225926
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40. Atypical agreement with the Federated unions stated:

The City and the Employee Organization agree to transition from
the current partial pre-funding of retiree medical and dental
healthcue benefits (referred to as the "policy method") to pre--
funding of the full Annual Required Contribution (ARC) for the
retiree healthcare plan ("Plan"). The transition shall be
accomplished byphasing into fully funding the ARC over a period
of Five (5) yeazs beginning June 28, 2009. The Plan's initial
unfunded retiree healthcaze liability shall be fully amoRized over a
thirty year period so that it shall be paid by June 30, 2039 (closed
amortization). ....The City and Plan members (active employees)
shall contribute W fianding the ARC in the ratio currently provided
under Section 3.28380(C)(1) and (3) of the San Jose Municipal
Code. Specifically, contributions for retiree medical benefits shall
be made by the City and members in the ratio of one-to-one... .
(Exh. 39, AEA, MOA, Section 12.1)

41. The payments of the full ARC were to be phased in incrementally but: "[B]y the

end of the five year phase-in, the City and plan members shall be contributing the full Annual

Required Contriburion in the ratio currently provided under Section.3.28380 (C) (1) and (3) of the

San Jose Municipal Code.° (E~. 39, AEA, MOA, Section 123)

42. The unions also agreed that amendments to the Municipal Code in accordance with

this agreement were to be made and that "(t)he City and the Employee Organization further agree

that the Munioipal Code and/or applicable plan documents shall be amended in accordance with

the above agreement and that the Employee Organization will supportsuch amendments.° (Exh.

39, AEA, MOA, Section 122.)

43. This or similar language was agreed to by all Federated unions that are plaintiffs in

these consolidated actions or who represent individuals who aze plaintiffs in these consolidated

actions,.with the exception of the Operating Engineers (OE#3), which represents the Harris

plaintiffs. The City imposed these terms on OE#3 as part of the City's Last, Best and Final Offer.

'Prue and correct copies of the Last, Best and Final Offer, and authorizing resolutions, are attached

as Exhibits 42 and 43.

44. The SJPOA and IAFF also agreed to pay towards the full ARC, but with some

additional provisions. Theis respective agreements cap the contribution towazds paying the full

ARC at 10% of pensionable pay for employees and provide for meet and confer and dispute

resolution procedures for amounts over that percentage. True and correct copies of those
13 Case No. 112CV225926

DECLARATION OF ALEX GURZA IN SUPPORT OF CITY OF SAN JOSE' S MOTION FOR SUMMARY
ADSCiDICATION



1 Agreements, and authorizing resolutions are attached as Exhibits 41 (POA) and 21 (IAFF).

2 45. The memoranda from myself and other City employees coriceming retiree

3 healthcaze benefits and the memoranda concerning or attached to the City's authorizing

4 resolutions, Exhibits 36 Uu'u 43 and 21, were made by and within the scope of the employees'

5 public duties, were made at ox near the time of the act, condirion or event described in the

6 memoranda, and reflect information from City financial and collective bargaining records.

7 Sunulemental Retiree Benefit Reserve

8 46. Measure B states, "The Supplemental Retiree Benefit Reserve ("BABA") shallbe

9 discontinued, and the assets returned to the appropriate retirement trust fund. Any supplemental

10 payments to retirees in addition to the benefits authorized herein shall not be funded from plan

11 assets." (Measure B, § 1511-A.)

12 47. Under the Municipal Code, the Supplemental Retiree Benefit Reserve ("BABA")

13 was a feature of both the Federated and Police and Fire retirement plans. The SRBR provided

14 retirees with a so-called "13~h check" on top of their other existing pension benefits (a monthly

15 pension; a retirement healthcaze premium subsidy; and a 3%yearly COLA.)

16 48. Employee pension contribution rates to the retirement systems have not included

17 any amounts speeifioal(y attributable to the SRBR.

18 49. Beginning in 2009, the retirement funds began to experience significant increases

19 in unfitnded liabilities. The lazge unfuridedliabilities resulted in an anomaly. Although the

20 xeticement systems had lazge unfunded liabilities, they earned enough in a par[iculaz year to have

21 "excess earnings" for the yeaz — as defined in the Municipal Code — to fund the SRBR And under

22 the resolutions that established the methods for distribution to retirees, the SRBR in turn had

23 sufficient funds Yo make supplemental distributions to retirees.

24 50. Attached as E~ibit 44 is a true and correct copy of a Memorandum dated October

25 22, 2010; from Debra Figone, City Manager to Honorable Mayor and City Council re "Suspension

26 of SRBR Payments."

27 51. Attached as ~~chibit 45 is a true and correct copy of a Memorandum dated May 13,

28 201 I from Debra Figone, City Manager to Honorable Mayor and City Council re "Continued
]¢ Case No. 112CV22597b
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Suspension of SRBR Payments."

52. Attached as E~ibits 46 thru 48 are true and correct copies of a Memorandum dated

Apri19, 2012, from Debra Figone, City Manager to Honorable Mayor and City Council re

"Suspension of SRBR Payments" at pp. 4-5 (Exhibit 46); Letter dated January 13, 2012 from

Cheiron re Federated Plan Supplemental Retiree Benefit Reserve as of June 30, 2011 (Exhibit 47);

Letter dated March 29, 2012 from Cheiron re Po(ice and Fire Retirement Plan Supplemental

Retiree Benefit Reserve as of June 3Q 2011. (Exhibit 48)

53. In the memoranda to the CityCouncil, the City Manager recommended suspension

of SRBR distributions due to "the plans' significant unfunded liabilities.° The memoranda

attached as Exhibits 44 thru 48 were made by and within the scope of the employees' public

duties, were made at or near the Ame of the act, condition or event described in the memoranda,

and contain information obtained from City financial records.

54. Beginning in 2010, City Council enacted resolutions to suspend distribution of

Federated SRBR funds for the fiscal years 2010-2071, 2011-2012, and 2012-2013. Beginning in

2010, the Council enacted ordinances to suspend disVibution of Police and Fire Plan SRBRfunds

for the same fiscal years.

55. In 2011, a number of City unions either made proposals or entered into tentative

agreements for the elimination of the SRBR in par[ or in whole. Attached as Exhibits 49 thru 53

Tentative Agreements with ABMEI (E~ibit 49), IBEW (Eackiibit 50),-0E#3 (Exhibit 51), CEO

(Exhibit 52), and MEF (E~chibit 53), to eliminate SRBR completely.

56. After the enactment of Measure B, the City Council enacted Ordinance Number

29174 amending the Municipal Code to terminate the Federated SRBR and return its funds to Uie

general retirement fund. The ordinance became effective on 7anuary 4, 2013. A true and correct

copy of the Ordinance is attached as E~ibit 54. The City Council also enacted an ordinance

amending the Municipal Code to terminate fhe Police and Fire SRBR and return its fixnds to the

generaPretirement fund. The ordinance was enacted on January 29, 2013, and will become

effective on Mazch 1, 2013. A true and correct copy of this ordinance is attached as E~chibit 55.
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Retirement System Actuarial Reports

SZ 7'he two City retirement systems, and sometimes the CiTy itself, obtain actuarial

reports coaceming retirement system funds, liabilities and contribution rates to the systems for the

City aad employees. Attached as Cxhibits 56 t}uv 61 are tme and coaect copies of the following

reports received from system actuaries.

Cheiron, February 8, 2072, Letter to Board oP Administeation re 5-Year Budget Projections

for Federated. [Exhibit 56]

Cheii~on, February 21, 2012, Letter to Director of Retirement Services; Police &Fire

Department Retirement Plan re 5-Year Budget Projections for Police &tire. [Ex}iibii 57]

Cheiron, December 2012, Federated CiTy Emplpyees' Retirement System, June 30, 2012

Actuarial Valuation. [Exhibit 58]

Cheiron, December 2012, City of San Jose Police and Fire Department Retirement Plan,

June 3Q 2012 Actuarial Valuation. [Exhibit 59]

Cheiron, January 17, 2013, San Jose Federated City Employees' Retirement System, June

3Q 2012 OPEB Aetuai~ial Valuation Results. [Exhibit 60]

Cheiron, February 7, 2013, City of San Jose Police and Fire Department Retirement

System, June 30, 2012 OPEB Actuarial Valuation Results. [Exhibit 61]

I declare under penalty of perjury under the laws ofthe State of Califo—rn~iya thatthe

foregoing is true and co~tect and that I executed this declaration on Febmary ~?h , 2013 in

California.

12046124.1

Alex Gurza
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Mercado, Marco

From: Nancy Ostrowski [nostrowski~ifpte2t.orgJ

Sent: Monday, Mardi W, 2011 5:52 PM - -

To: Rodriguez, Arncety; Donnelly, Gina; Suggs, Allison; Mercado, Marco; Sammeta, Vijay;

Horvvedel,JOSeph

Cc: - MukHar, John; Servin, Henry; Butcher, Dianna; MacKenzie, Cay Denise; Capaido, Kara;

Dawkins-Thames Phyllis; Dapp, Oale; Phyllis Schulz; rossbayer@sbcglobal.net;

ORodriguez~ibexf332o`g; fiankcrusco(dcbct~bbal.nek s~ndercnan@atGnet

Subject Caatition Negotiafions- Mswers Fo the City's Questlons

Importance: High

Aracely,

On belxalf of our Coalifion, please find our answers to your 2 questions below.

1) Why do the cgalftion trsams preferto make addEttonal reftrement conMihuUons to offset the Cily's

con4i6utions and a base pay reduction as a mesas of achieving a 10°!0- ongoing reductiomin total

compensation? -

The additional retirement contribution provides two fomvs of relief for ouc memberstup. Fust,
 the

additional retirement comtribufiou is pro-taac and this additional contribution lovers the tax burd
en for

our ruemlrers but still allows frn' the ciTy to extract the full l0% rotal compensation reducCron as
 directed

by the City Council Second, with the uncerhainty as W what other bargaining units may or may
 not

concede in total compensation Hie sputer of layoffs fnr our members is very real As such, the

additional employee iretuemeut contribution that offsets We iequued city conhibufioa is credite
d to each

individual employee and upon separation from the city that con4ibution would leave with 
the employee.

2) Cen you please eupiain We intent of the following Ia~g~age excerpted from the Pension Re(o
rm

Proposal for New Hires Second Tier Retirement (Plan 2), "The retiree inedicai 6eneflt will be tlefined 
as

the minimum plan amount paid to active members at the time the employee retires without fultire

increases:' In other xards, what mtime healthcare 6eneFlt woultl employees to the 2ntl
 tier receive?

Under our penfiian cefuxm proposal, new Idres would pay ttae same pucentage for health care that was
 in

place for tbat ~ployce on the last day of eay~loyment For instance, if our proposal was adopted, 
a new

hive that retires would pay IS°/a, of the premium and the increased co-pays, as per oueproposal.

VJe look formaN to seeing you atournext session on Wednesday.

Thank you,
Nancy

Nancy Jane Ostmwski
Senior Represenla~ive
IFPTE Local 21 -South Bay O~ce-
408.291.2200
Fax 408.291.2203

This email message and any attachments contain confidential information thakis Iegalty p~~~ileged and i
ntended

3/8YL011 
GURZA000613
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CtlUNGIL AGENOA:. 08107f07
ITEM19: a.l~

cnv~

SAN JOSE ~V1emoYandum
cnrrrnu or sa~au vnu.ev

70: HONORABLE MAYOR FROM: Alex Gurza
ANO CITY COUNCIL Mark Danaj

- Scott P- Johnson

-SUBJECT: RETIREE HEALTHCARE DATE: July 24, 2007

COUNCIL DtSTRiC7: WA
~SNI AREA: N/A

)tECQMMEW0A710N

It is recommended that tho City Council:

1) Accept the report on retiree healthcare

2) Direct staFf to develop options to achieve full pre-funding of the retiree healthcare

(lability

3) Direct stall to develop optlons to reduce the retiree healfhcare (lability

OUTCOME

Provide i~orcnatiorvand backgrbuod on the government accountlng roles related to retiree

healthcare, provide information on the retiree healthcare liability, antl_explore opFions to be

considered tomitigate these costs.

EXECUTIVE SUMMARY

The Governmental Accounting Standards Boartl.(GA58) recently implemented repoding

standards that require state arrcl local govemmenhal agencies to disclose the full cost of

unfunded actuarial accrued liabilities for Other Post Empbymen[ Benefits (OPEB), such as

retiree healthcare, which include medical and dental benefits. The estimated unfunded

retiree healthcare liability for the City of San Jose is currently estimated to be as high as

$1.65 billion based on the most recenf actuarial analyses. Factors that oantribute [o the

amount of lire (lability include the tove4 of the retiree medical benefit, escalating costs in

medical premiums,~the increasing number of retirees, and the City's current level of funding

retiree healthcare benefits. ~ (Cis critical that the City, in partnership with employees,
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NONORABIE MAYOR ANO CITY COVNCIL
July 14, 300i
Si~~joci: Relliee HCalMCVe
Pagn 2 of is

retirees, the retirement boards and union representatives, fake prudent measures to
address the liability; otFrerwise this liability will be even more costly in the future.

BACK6ROUN0

The Government Accounting Standarcts Board (GASB) ha5lwo counting statements, 43

antl 45, which require state and local government entjties fo disclose the. full cost of "Other
Pos4Employm~nt Benefds' (OPEB). Although OP~B's include bonofits such as post-
employmentlife insurance plans, disability, and long-term care, retiree healthcare benefits
account for the majority of the unfunded OPEB's facing putiYC employers today. These

new reporting requirements include identifying the unfunded actuarial accrued liabilities for
such benefits and disclosing the amounts in the agency's an~uaf finandal statements,
similario pension disclosures.

Implementation of GASB 43 required the City's fwo Teiirement plans to convert to the new

sfandardof reporting in the 200fi-2007 fiscal Year. GA56 45 requires the Gty to wnform to
the new standards in fiscal year 2007-20D8. -

Atthough GASB 45 does not mandate the pfe-funding of OPEB liabilities, the ongoing
failure to fully pre-fund these benefits may have a~ dotrimental impact on an agenc~/s long-
term fnanctal health and may adversely impact the agenc}/s credit rating. Public entities,
including the City of San Jas, must calculate the liability, decide whether and how to fund -
fhe liability, and make decisions about current and future benefits.

ANALYSIS AND COST ~MPLtCAT10NS

RE7tREE HEALTHCARE FUNDINCr METHODOLOGIES

Retiree healthcare benefits are paid In tbtee primary ways:

1.'"Pay-as-you-go"

The "pay=as-you-ga". method is the way most agencies have paltl for retiree
healtAcare. The current yea PS medlcaF insurenc2 premiumsfor eligible retirees are
paid-from current revenues. In this method', only the current annual premiums are
paid and there are no funds set aside while the employee is working in order k
ensure that funds will be available when the employee retires. From an actuarial
perspective, this means that the benefit is considered 100°! unfunded since no
Tends have been set aside [o cover future benefit costs.

2. Full Pre-F Undiltg

Full Pre-Funding requires setting aside the amount of money estimated to pay the
long-teen costs to provide retiree medal i~snrance. This is the estimate that is

GURZA000615



I10NOMBLE IvNYORAND CIiY COUNCIL
JWy 24.200]
Subject Retiree Heallhp~e
Page 3 d 15

required to be calculated pursuant to GASB 43/45 and is similar to the estimates
developed to fund the pension 6enefiL

The full pre-funding strategy is consistent with the pdnciplethai the cost of benefits
should be paid for as they accrue. In addition, by setting-aside sufficient funds to
pay for futuce benefits, the interest earned, and any other return on investments can
serve to retluce the ulGmale cost to the City of providing the benefts in the future.
Thisis the same strategy used to fund the pension benefit

3. Partial Pre-Funding

in Partfai Pre-FUndng, some funds are being set aside to pay for future heatlhcare
.liabilities, but at a level less than Fuil Pre,Funding.

CITY OF SAN JOSE'S CURRENT FUNOMG OF RETIREE HEALTHCARE

The level and eligbility for retiree healthcare benefiis.for City employees are defined in fhe
Municipal Code. Contributions from both the City and currenl employees provide the
{unding for these benefts: The contributions are made as a percentage of pay for current
employees and are part of the mntributioo rates foe the Cikys hvo retitemenFplans.
CurcenUy, coNribuNons for retiree dentalbenefits are made by the Ciiy and the employees
in Me ratio of eight-to-thfee. ConUi6utions for retiree medical beneFts are made by the C'iiy
and the employees in the ratio of one-to-one (50/50 split).

Currently; the retiree healthcare portions of the contribution rates forthe Citys two
retirement plans are as fellows: _

.~+' ...Gu rtent Retii"'eNe'at C'aY2Fai~ In ~,., k,<.".%7
Employee
CpntdbuGOn

City
- Contribution

~,Fed¢rafr4d.::;''{:. 3.32% 3.82°k
.Polfca 8,'Fire ". -378°k A.79°/a

Note: Calculated as a percen#age of pay fbr current empinyees.

This method of funding retiree healthcare is unusual in that most 9gencies in Califwnie ere
part of the California Public Employees' Retirement Syst¢m (CaIPERS) and do not fund
retiree healthcare as part of their retiremen4 contribution rate.

Pursuant to the provisions of the Munlclpai Code, the contributions made to pay for retiree
healthcare are maintained in a Medical 8en~ts Account established for each of the City's
retirementplans as a separate account Wifiin each refirement fund. However, pursuant to
the 9nternal Revenue Code, the maximum amoent that can tie contributed to the Medical
Benefits Account must not exceed twenty-five (25%) of ihc: total conKibUiions made to the
System (other than contributions to fund prior service).
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The City's current funding is not "Full Pre-Funding"-as discussed above and can be
described as partially funded. The amount currently conirihutetl by the City and employees
is actuarially determined based on 15 year cash flow projections for the-Federated City
Employees' Retirement System and 10 year cashflow projections for the Police and Fire
Department Retirement Plan.

Please npte that the contrbution rates above are onlyrep25entative of the cuneM Ponding
for retiree healthcare and do no include the coniributlons for the pension benefit The
current contribution rates for the ponsion benefit (including the amounts listed above for
reUr~e healthcare) are as fofiows: -

:~. CykrerifReffre~ nk?F;i Yd,~h,~t iiittluilrtcl"~ma~thcaf,4 ri`°
Employee

Contribution
~C1ty

Contribution
~Federafeil "~: - 7.58~k 21.98°k
fl1'e~_`l- ~ 1128% 25.69%

Based on these cdntributioh retes, in Fiscal Year 2007-2006 the City Will contribute a total
of approximately $136 million into the retirement funds for the pension benefi! antl the
current level of contribulions towards retiroe healthcare:

ACTUARIAL STUDIES AF RE77REE HEAL 7HCARP LlABH.17lES PURSUANT TO
GAS6 43!45 ~.

In order to determine the retiree healthcare lia6(lity pursuanE to GASB 43/45, an actuary
must perform a study. These studies: produce various estimates,

- Two of the key estimates resulting from an actuarial study are the following:

-- Unfunded Actuarial Accrued Lfabitity (UAAL)
- _ When an actuary develops an estimate of the retiree healthcare liability pursuant to GASB

43/45, the.actuary estimates the Actuaria{ Accmetl Liability. ThePctuarial Accrued liability
is the esDmated. total bng-terrn liability to provide the retiree healthcare for curcent rettrees
as well as the estimated costs of providing these benefits to current employees when they
retira. After taking into account any ezisFing assets that knave bean sal aside to pay these
benefits, [he actuary estimates the total Unfunded Acfuaria! Accrued Liability, or UAAL.

Before the focus on [e6ree healthcare resulting from the requirements of GARB 43!45,
unfunded fiabiliGes have been discussed primarily related to pension benefits.. According to
the State oP California's Legislative Analysts Office, the average pup~ic pension system in
CaliFornia has sufficient assets to ewer approximately 88 percent of the estimated liabilities
tor' fulwe penxion benef4s, rosuiliny in ei} unfunded liability equal to approximately t2
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percent of these Iia6ilities.' in the "Pay-as-you'-go" method used by most agencies t6 pay
for retiree healthcare; 900% of tNe liability is an unfundetl liability, and therefore the lia0ility
Fs considered to be 4 % funded. As a iromparison, basod on the current padlal funding,the
funding ratio.for retiree healthcare tienefiLs in the Police antl Fire Depadment Retirement
Plan-is 5% arM tOgo in the Federated City Employees Retirement System.

Annual Required Contribution lARC1
In atldifion to calculating the bny-term Iiab3ltry, 8n actuary also calculates the amount of
money that would need to be contributed on an annual basis in orderto cover the
estimated costs of the retiree healthcare benefit for.current and future refines. This is
referred to as the Annual Required Contribution, orARC. The amount of the ARC is the
normal costSor the 6eno5is earnetl in the current yeaY plus an amortized podion of the total
Unfunded Actuarial Accruetl liability. The ARC is calculated as a percentage of payroll,-.
which translates to a.specif+c annual dollar amount

Calculating the ARC is similar to the method usetl to calculate pension benefits, which
results in contribution rates paitl into the rotirement system to ensure that sufficient funds
aro available to pay the benefits. AithoUgh GASB does not require agencies foiund the
liability and make the Annual Required Contribution, a decision whether or not to develop a
strategy to address the retlree heal(hcaCe liability shoultl be considered similar to the
decision-regartling funding the pension beneTit.. Both are significant long-torn liabilities.

Assumptions
An. actuary who performs retiree healthcare studies uses varbus assumptions in
developing the estimated liability. Ceitain assumpCrons will have a significant effect on the
estimated liability. -One o(theRoy assumptionsiS the estimated investment return or
"discount rate:" in orderto be able to use a higher discount rate assumption, such as 8%.
the agency must be contributing the full Annuai~Required Contribution (Fuld Pre-Funding}
antl invest those funds in a pool of investments that are estimated to produce the hgher
estimated rate of return. If an agency is not conVitiuting ttie full ARC (such as agencies
that use. a "pay-as-you-go° method), a tgwer discount rete assumpttonmust beused, which
significantly increases the total estimatetl liability. - .

Other assumptions used by an actuary, such as es5mated future increases in tho cast of
medical insurance and the actuarial cost meFbod, will have an effect on~the estimated
liability.

THE C!T'Y OF SAN JOSE'S RET/REE FlEAL7HCARE UABIlITY

The Police and Fire Department Retirement Ptan Board and the Federated Employees'
Retirement System [3oard retain thetr own actuaries who each conduct actuarial studies.
At the Doards' requests, each actuary completed a study of the retiree healthcare liability.
The most recent reports estimating ttie liability of the retiree heafthbare benefik produced
by the Police and Fire Department Retirement Plan's actuary, The Segal Company: (Segal),

~ As M July 1, 20oc, fne funding rztlo for the pension benefits in the Pa9ce erM fire oepaNnoM Re~itt+mertl Plan was
~', •~; 9].B1~nivJ 81%(ui 0re ryension penePts in the Fetl¢2fed 6ty Employees'Rel'vemeni llyslem.
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and the Federated City Employees Retirement System's actuary, Gabriel Roeder Smdh &

Company (CRS) are attached. - -

!n additlon to the actuaries retained by each' Retirement Board, the City has re[a~ned an
actuary, Bartel Associates (Barteq, to assi8t in expbring alternatives to move towards pro-

- funding the retiree healthcare liability and/or to reduce the retiree healthcare liability. In
order to assist the City in exploring options, Badei performed ifs own analysis of fhe retiree

heaithcaze liability for employees and retirees covered by the Federated City Employees'

Retirement System. 8adefs analysis (attached) resulted in an estimate of the IiabiGty that

is higher than the estimates contoiped in the GRS report. The primary reasons for BartePs
higher estimated liability indude [he time value of money (CRS report of 2006 versus tho
_Bartel report of 2007} and different ecohomis and other assumptions.

The varaus estimates provided. by Segal, GRS arxi Bzrtel can befou~xl in the 2ttached
rciipons. However, for the purposes of this m¢morarnlum, the estimated liability uses those

produced by Segat end Batlai. Based on those reports; the toliw+ing is a summary of the
City's retires healthcare liability. -

t i

~:~'' v'1'.. 
:'.f.'~7'~IYEEw ~'~, 

3IA~~A'~~i,~TY:.:.ix`' x~ ,

P&P... ~ Federated P&F , ~ Federated

Discount Rate. ~ ~ 5.30°l0 ~ ~ .5.55% . ~ ~ ~~8;0% ~ 7.75°k
(Rate:of Ratum} ~ .. ~ - ..

Un(undod Accrued
Actuarial Liabgity $842.BM- $837.8M $550.hM $584]M -
(UAAL

Total UAAL $1.656illion $1.10.8iilion

Funded Status 500 10% 7% 14%
ratio of assets to AAA

Qnnuai Requimd $66.1M $88.3M $49.5M $51.8M
Contribution (ARC) 

3

Total ARC - $134.4- Million $161.3 Miflion

T Estimates a!e based upon the Entry Age Normal (EAN) aGtuatial cost method.
3, "' 'il~e a~nounls listed are the total,amual required conin~ufions V~luding conUibutions metle by the CAy and

emPioyees
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Basetl oo these estimates, the total Unfuntletl Accrued Actuarlat LiBbiiity (UAAL) for retiree
healthcare is as high ax $9:65 billion If the Crty and employees fully pre-Pond the pability,
khe higher discoun[rate can be used because tBe money can be invesietl antl c2n~eam a
long~ettn higherrate of return. This reduces the estimatetl liability from St.fi5 billion to
$1.14 billion. However, this requires making an Annual Required Contribution o($101.3
million.

A variety of factors contribute to the high cost of providing retiree heaftl~care heneiits.
These inctutle the dramatic increase in the costof healthcare, the number of years that
reprees receive the bene5ts and an increasing number of retirees due to the re8iement of
"bflby boomers.° For example, (n the naM five years; approximatery one-third of Gty
employees wilt be eligible. to ietiie.

It should be noted that the abovecosts do not Include fhe.cost to fund the pension
obligaUOn and only include the retiree healthcare liability, Apart fiom fife issue of th¢ cos4
of retiree hezlthrare, the City's retirement contribution rates"have been increasing. in
2000, the CiTy's contribution rate was 16.09%oi pensionahle~compensation for the
Federat8d City Employees Retirement System and '15.709'o forthe Police and. Fire
Oepaitment Retirement Plan. Currently, tha CRy's contribution 2tes ara 29.88°k for
Federated, 28.90Mo for Police and 25.6'I No for Fire. -This represents an increase of
appro~mately.37%, 84°h, and 63%; respectively, (Rethement benefit increases forsworn
Fire personnel ere subject to the pending art~iVation, and the contribution rates may .
increase.)

CURf2ENT RETIREE HEALTHCARE BENEFI TS

The level aid eligibility for retiree heaRhcare benefits are contained in the San Jose
Municipal Code as part of the retirement plans. Generally, employees are eligible inr
retiree medical insurance coverage at fifteen (15) years of service, .Even ereployees with
15 years of service in the Federated City Employ0es Retirement System and 20 years of
service in the Police and Pire.Department Re4rement Plan whoJeave City service priorto,
retirement can qualifyfor lifetime retiree medicsi insurance upon reHreme~C

For eligible retirees, the penetit provides for 100%0( the premium cost for the lowest priced
plan availa4le to alive employees for either single 91 fami{Y coverage. (this is a higher
level of benefit than active employees receive.) Since the current benefit is tied to the r.~rst
pf the premium rather than a ffixed-dollar amount, the long-term costs of providing this
benefit is integrally tletl to the rising cost of heafthrare, which is both a local and a national
issue. Far example, the current monthly cos! for Kaiser family coverage is $1,001.52. As
the chart below indicates, only seven years eadror, the monthly wst for family coverage
was $438.28. This is an increase of 729%. Durirg the same period, the Consumer Price
Index (CPI) in the Bay Area increased by only 21.06%.
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In addition to medic2l insurance, generefy employees in the Federated City Employees' -

Retirement System Who have five (5) yeaw ofservi~ and refire directly from sclive Gry

service ara elgi6le to receive dental benefits. In the Pollee and Fire Department

Retirement Plan, employees with 15 years of service (or 20 years of service for those who

leave Cfty service prior to reCvement) can gualiiy fa lifetime retiree dental'vsurance upon

retirement. The plans provide 100%of the premium cos[fw this benefit.

REr(REE HEALTHCARE BENEFlr COMPARISON

Since all public a9encles are required to comply with GASB 43/d5 in the reporting of retiree

healthcare liabilities, it s or~dersiandable to conclude that a~ agendes face similar

challenges, However, this is not the case. Of course, q~e liability will vary according to the

size of me agency and the resulting pumbar of retirees AI'gible Eor retlree healthca2.

Nowaver,.a variable thaf signifcandy,aReIXs the size of }he liabilRy is the differences in the

-level of retiree healthcare benefits provided by differentpubilc agencies,

City s[aR compared the healthcare benefit proWded to refirees of cities and counties serving

popWaUons bf 900,000 or more in Santa Claw County, Alameda County, San Mateo

County; San Francisco City and Gourrty, and Contrz Costa County, (these are the same

agencies used for other comparative purposes.) in evaluating the retiree healthcare benefit

provided by these cities and counties, it was found that the majorRY bf the surveyed .

agencies either conlri6ute a fixed dollar amount or use a formula to determine their

contribution toward rcitiree medical premiums, which g~nerairy results in a lower employer

contritiu6on towards retiree healthcare benefits.
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in some agencies, the retiree healthcare benefit varies by employee group. The folbwing
is a comparison of the maximum 2007 monthly contributions for retiree healtficare
premiums provided to rolirees of the largest nprrpublic safety employee group in each of
the comparabls agencies. The amounts were calculated far a retiree with 15 or 30 years of

}i.s yA9onCYYy_ .,:t

e
c'~$~~s.~.; Srwerr ix q-,

a ~
30{~ia~~-~-

t - •.'f'ah Ss"
Oakland - 880:80 $8D.80
Fremoirt 170.00 ~ $970.00-
Ha b $226.01. 8228.01
Santa Clara 5284.00 S28dA0
Dal ~CIC. $404.66 54659
Santa C1a~a Coup $418.81 $418.81
A~ame a-Coon $391.64 $-055.38
Sunn vale $492.b3 $492.63
Berkeie - rtua.73 5494.14
San Jose - $t Og1.52 S1 001.62
Contra Costa Coun t a~Z.b9 $7 102.59
Concord $t 121.04 .$1121.04
San FreR6sco $1148.03 31148.03

While the City of San Jose's benefit is curzentiy tied to 100% of the cost of single orfamily

coveeage, the majority of the agencies tie the retiree heailhcare contribution to fi fixed dWlar
amount or to a formula which is more oc less equivalent to a single coverage premNm.
Since family coverage is currently.$1,001.52 per month compared to $40222 fut single

coverago, the City's bonefrt is significantly rie}ier and its costs contribute significantly to the
ret~2e tiealthcare tistiility. _

The long-tercn costs of any retiree healthcare benefit that is tied to the cost of a premium
Wilt be significantly affected by the increases in healthcare casts as compared to bents
thak~are based on afotmula orafizedtlollaramount.

5?EPS TAKEN BY OTMER CAL/FORN(A AGENCIES TO ADDRESS REi/REE
HEALTHCARE 6IABlLITIES

The long-term liability for retiree healthcare benefits wiii have a significant impact on
government agenctes. The Givil Grand duties ip both Merin County and Contra Costa
County recency issued reports specifically on retircie healthcare benefits. Tha Contra Costa
Civil Grand Jury repnrt~staEes that escalating retiree healthcare bon~t costs are

° San Mateo Caunry 5 not inGUded above because they do not provide a lifetlmo conUl6ulion lovrards retree
meeiral premiums Retirees may use their unuseq accrued sick leave halancrs [o rxeNe a certain lerN of
retir¢g healthcare contributions. Upon euhausibn W the sick lea~o balance, the agrncy provides no Nrther
Contrtbutipn ~owarG retiree healthCele.
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threatening the County's financial wndlCwn and with ii the ability to deliver essential
services. The Marin County Civil Grend Jury reportstates that the County cannot afford to
pay the liability wi(lioutdrastic chgnges in iGs.prioritles, including raising taxesandlor
reducing seNices._

Cities and count{es across Catifornia~are beginning to take steps to address snd mitigate
the costs associated with unfunded retiree healthca2 benefits. Empioyers who have been
using a "pay-as-you-go"approach are coming to the reelizaton that thls funding -
methodology is no longer 5ustafnable considering the estimated long-term liabtlities of
providing retiree healthcare benefits. -- -

The City of.5an Jose, aswell asagencies-throughout Cal'rfomla, must fnd solutions to
add2ss Che slgnliicent unfunded liability of retiree healthcare benefits, the following are
brief descriptions of the approaches taken and challenges facing several California
agencies: -

Contta Costa Countv

Contra Costa County's retiree healthcare tiabi6ty is estimated to be $2.6 billion. An outside
consultant advised the Couniy-to.set aside $216 million annually f« the-next 30, years to
reduce their liability.. The Coubty's 6oarcl bt Supervisors approVed.a fiscal year 2007-2008
budget which provides $33 million for reflree healthcare, coenpafed to the $218 million
estimated annum required cuntr~utio n. The County eontinuas to work on strategies to fund
the Obligation In future years.

City of Fremont

The-City of Fremont provides a maximum monthly refmburcemenE for retiree healthcare,
and the amount vales by empbyee getup. For e~rathple, one union cmiracl provides
reftrees w(th a flat rate of $200 per month as y ro5ree medical reimbufsement In recent
negotiations with ihi5 gYOUp, the benefit was reduced for employees hired after July 1,
2006, and the monthty mabmum now varies ban $0 to $2Q0. (Only retirees with 20 or
more years of service are eligible for the monthly maziroum reimbursement of $200:) This -
-Hat rate method does not increase with the coal of healthcare. -

San Die¢o Countq

San Diego County inftia(N approved a plan to cut off health benefits for employees who
refired after March 2002 to reduce its unfunded healthcare liability. As a compromise,
recent retirees receive an additional $400 a month in pension payments to help pay for.
medical insurance wfiich is paid from reserves. l'he County would like to create a trust to
continue to make the monthly payments to retirees instead of using reserves. However,
negotiations over the development of the [rust have not yet resnlfed In agreements.
Several County and union offjcials expel that this issue may go unresol4ed until the
expiration of the current union contracts.
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Orange Counfv

Orange~County's unfuttdetl liebiliry was recently ostimated at $f.4 billion. Tha County was
ableto signfiicanfly reduce its untuMied ilabilityby making several signittcant changes in
negofiations wiltiemployee groups. The-bulk of fhe Savings came from medical program
ohanges such as establishing a Medical trust to manage and investCOUnty and empbyee
confri6utions and moving relitees into their own health insurance pool, separate from adi~e
employees. Capping llie annualincreases of theamount contributed towards retiree
healthcare to 3% is also ezpectetl to result fn~signiflcant savings.

Orange County has taken other actions such as reducirq medical granCpayments by 50%
once a retiree becomes Medicare elgibie, reducing insurance payments for workers retiring
before ega 60 and raising insurance payments for (hose overage 60, and freezingJUmp
sum sevexanc~ benefits aY current levels for'those employees leavingEOUnty employment.
All of these adions'ctirnbined have workeq to sigNflcantly reduce Orange CounYys
unfunded lialiiliry.

CiN and-CaunN of San Francisco

From 2001 to 2006, San Francisco's annual costs for retiree healthcare mom than
quadrupled from $23 million to~$101 m~ibn. In an effort to reduce Sanfranciscos
uhfuntled retiree heaNhcare liability, San Francisco created a new Retiree HeaHh BentsFund and has inc(vded $500,000 in ibis fund as part of the Fiscal Year 2007-2008 budget,
However, this is a very Small amount compared to itie estimated $4.9 billion unfunded
liability..

San Francisco is currently looking at other ways ii can reduce its unfunded liability, The
City of San Francisco is. exploring the model used for its pension plan, which uses a
combination of City and employee contributions to fund the system.

PRIMA/TY OPTIONS

'I'tie two general strategies identified to address the healthcare liability, as well as
tlemonstratea by tNo actions taken by other agenGCs, are pre¢untlirrg the cost of future
healthcare benefits and making changes to the retlree healthcare benefits themselves in
order to reduce the total liability, Within both-of these strategies, there aro several opfions.

Pre-funding

As statedeadier in this memorandum, the Eufl funding strffiegy is consistent with fhe-. principle that benefit costs should be paid bras they accrue. In addition, by setting aside
sufficient funds to pay for future benefits oombinetl with the higher rate of return on
investments of those funds, @can serve to reduce the bng~term cost of prOViding future

-bents fnr current City employees. This is the same strategy used fo fund the pension... benefit
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Many agencies are considering the implementatlorzof Trust Accounts to allocate monies for
pre funding retirze healthcare liabllitles. Currently, employees and the Ciry convibufe to a
Medical benefits Account that is a separate account in each of the retirement funds
Because o41he-IRS limitation on maximum contributions inb tho Medical Benefits Account
if the City and employees were to fully pre-fund tNe liability 6y making the Annual Required
Con416ntion; a separete Trt~s1 would need tb be established. _

However, fultpre-funding of-the cunont re$ree heafthcaie benefit is very e~enaiva (or both -
the City and employees. As desc8bed adore, full pre-funding regWres the City and
employees to contribute the Mnuai Required Contribution of $101.3 million per year. This
amount is in addition to the contribuNonS required to fund the pension benefAs.

Partial p2-funding to phase k~to full pre-funH[ng over Gme is a less costly option up fron6
but may result In Increased long-term costs. Absent any {nvesUneniretums that may have
been earned 6y tuli pre-funding now, the Cily and employees wrould be required to pay
Wnat would "othonvise be offset by those returns in future years. My portion of the Oabiliry -
that is unfunded must be disclosed by the City as a debt and any portion of the annual
wnpibutions that are not (u~ded.must be recorded on the-0ity's financiatsfatements orhich
may have an adverse impad on the overall Mancial siability.of the.City.

Tho cost of full or partlel.pre-funding will cequire4he Ciry and employees to make many
difficult choices. TNo. City will have t~ explore hoth revenue increases and diJerting funds
from existing {irograms and services to begin funding Its portion df the liability.°

BenofR Changes

As noted on-tl~e comparative chart presented aarlier.in this report, the current bonetits
prov(ded to Cfty of San JosB retlr9os are among the richest provided relative [o compareble
agencies. Changes to current benefits that resWt [n a reduction in wsi would in mm
reduce the overall liabifily.

Many options exist ~e9arding.potential changes to the cur2n[ benefits that would result in a
reduction in llehlllry. Someofthe changeslmplemenYed by oNier agencies include
heaitl~care plan design changes, adjustments to eligibility crderia and the eilmination of the
"implicit subsidy' resultingfroin combining both active employeoand retiree populations In
healthcare rates. -

The affected population can be divided into three generel segments:

L Curcent retirees

2. Current employees

3. Future employees

s in iiscsl year 2007-2008, $2 million was set aaae for this purpose. However, these are onetime funds.
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Wh7e changes in benefits could 6e ap~ilied to only selecffid segments of the affec~d
population and not to others, this limits any possible reduction in the curtest total IiabiliYy.

Approximately 50°k of the Irabiliry is at6ibutable to the cost of the benefits for curcent
retirees. However, theta are legal Issues involved in changing benefits for curre~ retirees
and changing beneTits far curcent retirees may be subject to legal challenge.

If benefits are unchanged foo curcenF retirees, tliis leaves options to changes in the benefits
-for current and future employees only. Drastic reductions or ern the elimination of
heaRhcare beneflts for.future employees with no change in b~.nefits tot current employees
would yield virtually no decrease in the (lability for many years. Yhis ie because the
estimated unfunded liability pdmat~y consists of the casts to provide benefi{s to current
retirees and cartes! eligible employees when they retire. -

It is important to note that any changes to the benefits for current and Poture employees is
subject to [he meeband-Confer negotiation process between Otte City and the bargaining
groups representing the affected employees. AddiFonaily, there are also legal issues with
regard. to changing benefitsJor cur2nt employeeswhich require review.

it is recognized that both pre-funding and benefit changes are extremely sensitive and
diffcu~t choices impectin9 the City, its employees and the comrreunity. However, the longer
there is a delay in:addrassing ttiefiabiifry, the~more cos8y and d~cult those choici~s uuill
become in the future.

Health-Risk Management (We~iness)

While-pre-funding andbenafit changes are the primary approaches to managing Cho retiree
heaRhcare liability, it is importantto note that wellness initiatives are important
complereien[ary measures. In pursuing these, otgaNzations can potentially reduce the rate
of increase of healthcare premiums by providing employees a~ retirees with programs that
assist individuals in add2ssing the health risks and chronic diseases that drsve Large
premium increases {such as tiyper[ension, heart disease; obesity, and diabetes}. The City
has already begun conversatians.with stakehdders and plans to roll-out ahealth-risk
management program before the end of this fiscal year.

CONCLUSION

GASB Statements 43 and 45 now require public agencies to report the long-term liability for
retiree healtlwate and to record any portion of annual contrbu6ons that ere not tur~ied.
Actuaries have estimated fhe Citys unfunded retiree healthcare Iiabllity to be as high. as

- $1.65 billion. !f fully pre-funded, the liability requires the City and empinyecis to make an
- ~ Annual Required Contributions (ARC) of approximately $707.3 million. This amourk is in

addition 10 the current contribotians made to furW the pension benefit Funding the cost of
this liability is a significant chatlenge for the City and employees. The City must take Cho
necessary steps [o mitigate this liability; otherwise the liability wi0 continue to escalate.
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EVALUATION AND FOLLOW-UP -

It Ss important to educate our stakeholders to understand the retiree healthcare costs and
the wrrenfiiability: A Retiree Healthcare.(GA58) Team has been estaBlished consisting of
represent8tives of the City Mandger's Oifice, the Office of Employee Relations, the BudgOl

- Office, anrJ the Deparhnenis of Human Resources. Finance, and Retirement Services. The
Team is responsiblQ for establishing partnerships with vafious stakeholders, including
coordinating meetings to provide lidormation and education regarding the retiree healthcare
lia6ifify, as well as gathering input from a uariefij of stakeholders. Key stakeholde7s and
padner5 in this effod include bargaining unit representatives, the City latior Alliance (CLAj,
the Executive Management Forum, the Benefits Review Forum (BRF), the Retirement
Boarcls and the Retiree Associ8fions.

It is very impodant fo remain mindfiil that any proposed changes for current and future
employees must be discussed~as part of the negotiation process with the City's bargaining
unit representatives. The Cdy is currentiq in negotiafions with soverai baYgaining un'rtsarid
will be nego8ating with five additional bargaining units duffing fiscal year 2007-2608. -

PUBLIC OUTREACHIINTEREST

Criteria 1: Requires Council action on the use of public funds equal Yo $1 million or
greater. .
(Required: Website Posting}

Criteria 2: Adoption of a new or revised poifcy that may have implica5ons for public
health, safely, quality of life, or financiaVeconomic vitality of the City. (Required: E-
mailand Wobsite Posting)

Criteria 3: Consideration of proposed changes to service del'niery, programs, staKng
that may have impacts to community servtnes and have been 1d8n4~ed by stag,
Co~nal or a Community group that requires spoaal outreach. (Requlrod: E•malt,
Website Posting, Community Meetings, Notice in appropriate newspapers)

While this item does not meet the criteria ebov¢, this item will be placed on the August 7,.
2007, Council f\genda and the memorandiirn will be available to the public on the City's
website.

COORDINATION -

This memorandum was coordinated with the Budget Office, the Department of Retirement
Services and the City Attorneys Office.

GURZA000627



norvoi~ae~enaroa aNOCm coir+ca
JalY 2V. 200>
SUbfoct: ReHleo FbedllCOR - -- -

.. Pape l6 of t5

In advance of the August 7`^ City Council meeling, copies of this memorandum WilF be
provided to the bargaining unit representapves, the Retirement 6oarcis, the Retiree
Asswiations antl memb¢rs of the Executive Management (Unit 99) Forum. In addition, the

- memorandum wilt be discussed with the Ciry labor Alliance.

CEQA

Nota project

~. 
~a~ ~

Alex Gurza Mark Danaj - Scoit P. J won
Employee Relations Director - Human Resources D recior Finance hector

For questions ploase contact Nex Gurza at 408-535-Stb6.

Attachment t: The Segal Comparry-Report, dated January 12, 2007 .
Attachment 2 Gabriel Roeder Smith & Compahy (GRS)Report, dated becember 19, 2008
Atiachme~t 3: Bartel Associates Repod, dated July 2007
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City of San Jose— Rederated City Employees
- June 30, 2007 Retiree $ealthcaro Actuarial Valuation

OnJUne 21, 2004, the Governmenml Accouming Standazds Board approved Statement No. 45
(GASB 45), Accounting Stendazds for OM¢r (then pensions) Posf Employment BenefiJS (OPEB).
This. report is based on the financial reporpng s~andards established under GASB 45. Historically
the Ciry has partially funded the retiree healthcaze benefits. GASB 45 will require theCiry account
Tor the retiree healthcare benefiu on an accrual basis (as benefits are earned} Weunders[and the
City is required to implementGASB 45 for its 2007/08 £aealyear'. _

- FUnding Policy: Currently the City eon[ributes 50q of the colt of medical bene~4 and ?3 %
(8/11"") ofthe cost of dental benerts for retired Federated Ciry employees, w(ih the active Peduated
employees paying the remainder ofthe cost The contributions are actuarially de[ermirad based on
15 year casfi flow projections, For 2007Po8, the Ciry wn[ri6u[idn rate fm retiree medical and dental
benefits is 3.82q of payroll; with the employees contributing 3.32' of payroll.

INnded Status; The plan funded statusis equal to the Aemmial Liability (see dePnilions and
assumptions section below) less plan assets. When assets equal Iiabililies, m plan is wnsidered nn
trek forfunding. - -

To consider a refine healthcare plan funded for GASB 45 purposes, assets must beset azide in a
bust [hat cannot legally 6e used for any purpose other than ro pay retirce healthcare benefits. The
City's Peduated retiree healthcare plw is cunentiy partially funded. Plan assets are invested in an
irsevocable trust together with the Federated City.Eanpioyees' Retirement System assets. This has
important implications on the diseount rate assumption used to calculate plan liabilities (sce
definifions and assumptions section below): We have prepareA value[ien insults under 2 scenarios:

• Continue Current Funding Polley —Uses ablended diseoum rate of 5.55%, which represents
aetualwnvibution thae is 20%between Pay-As-You-Go (5%, assumed longterm rate of
rehun on City's General Pund) and full pr~flmdiag (aaumed 7J5%).

• Full Pre-Funding— Contributions made to an Irrevoea6le trust with diversifieA assets wAieh
aze azsumed to earn a 7J5 % long term mtum.

7Te following table summarizes the FWuated pleri's Lune 30, 2007 funded status (006s omitted:

Current FLii
Funding Pdicy Pre-Funding

555% - 7.75%'

■Actuarial Liability (AL)

• Actives - $ 489,704 S 333,186

Retirees 44_616 345096

Total $ 931,720 $ 678,282

■Plan Assets' 93 537 93y37
r Unfunded AL (UAL) $ 877,783 % 584,745

~ Assumes [he City was o Phax 1 GASB 34 imO~~R✓mer.
Estimated assets as of 6/30k00Z

U~
i ~ ~ OSEI_~~;miy z3. zoos _ ..
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C1ty of San Josh — Federated City Employees
June 30, 2007 Retiree Healthcare AcWariat Valuation
Page 2

Annual Required Contribution (ARC): GASB 45 doesn't require an agency make up any shortfall
(unfunded LiabilityJimmrdiately, nor does it allow an immediate credit for any excess azse[s. Instead,
the differe~rce is amortized over time. Annual Required Contribution is rrothing more than the current
Normal Cost, plus ikie unortizeb unfunded liability or less the amorUZed excess atse[s. Simply put,
this contribution is the value of benefits earned during the year plus something ro move the plan
towaM being on tmek for ftinding. Lor the Cry's Federated valuation we calculated the total ARC es
the total Nonnai Cost plus a 30-yeaz amortization (as a level percent of pey) of the Unfunded
Actuarial Liability. The estimated 2007/06 Federated empbyce coniri6utions are then subtracted to
determine the remaining portion of the 2007/08 ARC (600s omitted):

.Current Full
N'uoding Polley Pre-Funding

5.55% .7.75%

■ Totel Normal Cost - $26,463 $15,387

■ UAL Amortization ~ - 39_,842 36.45Q

■ 2007/06 ToffiI Annul Requirtd Contribution $ 66,305 5 51;837

e Less 2007/08 Federeted Employee
CarNributions (with interest to end of year) - 567 9 667

■ 2007/08 Annuel Required Contribution 5 56,744 $ A2,176

■ 2007!06 Annual Required Contribu4on ac a
percentage ofertimated 2007/08 payroll 202% 15.0%

Net OPEN Obligation (NOO): The Nee OPHB Obligation is the historical ($om implementation)3
difference between $erns! wntribuGans made a~M the Annual Required Convibutions. if an"agency
has always confibuted the required contributioq then the Net OPEB9btigafion equals zero.
However, an agency hes not "made" xhe contribution un(eu it has been set aside and cannot legally
be used for any other purpou.

' GAS➢ 95-spcci6es the inifial Net OPE8061igetian (at implementauuuj be sctro uro.

F '3
5~ 

tip:~~ ~ - ...... 038B:
Iuly 23, 2007
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City of San Josc—Federated City Employccs

June 30, 20U7 Retirm Healthcare Acwarial Valuation

Page 3

Anneal OPEB Cost (AOG~: GASB 45 ~equiru the Annusl OPHB Cost equal the Annual RequireA

Conhibution, except when an agency has a Net OPEB Obligation at the beginning ofMe year.

When that happens the Annual OPEB Cost will equal Uic ARC, adjusted for expected interest on fhe

Net OPEB Obligalian and reduceQ by an amortization of fhe Net OPEB Obligation (OOQs omitted):

Current Full
Funding Policy Pro-Fundiug

5.55°/s 7.75

s 2097/OS-Annual Required ConMbution _ $ 56,744 $ 42,1?6

■ Interest on Net OPBB Obligation 0 0

■ Amortization of Net OPEB ObIigaGon 0 0~

■ 1A07/08 Annual OPEB Cos[ $ 56,744 $ 42,176

The following illustraIDS the City's estimated Nne 30, 2008 Net pPEII Obligation for the Federated

City employees (OOas mnined):

Current Full
Funding Polity Pre-Fand'mg

5'.551 7.75°/.

■ June 30, 2007 Net OPEB Obligation S 0 $ 0

■ 1A07/08 Annual OPHB Cost 56,744 82,176

■ 2007/O8 Estimated City Conhibutlons (IIA~~I~ 42176s

■ June 46, 2008 Net OPEB ObligaAon $ 45,743 $ - 0

'Che acNal Tune 30, 2008 Net OPEB Obligation for Fedcre~ed employees will differ slightly from the

above because the City conIribuvon will be different from estimated

Estimated 2007!08 Ci[y coniribulion = 3.62°k of estimated Frdcratcd payroll, with inlemsl to end ofyear,

Asmmcs PoI(ARC is wntributed.

\~'~/ S
~ July 23, 2007 ""°
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City of San JosB-Federated Clry Employees
June 30, 2007 Re[iree Hcallhcare Actus~ial Valuation
Page 4

Projected Benefit Payments: The Federated resulk presenmd in this report include the City's cash
subsidy as well as the implied subsidy (see definitions and assumptions section below). Following
are IS-year Federated bexffi payout projeCAOns separated-into cash aM implied subsidy (000's
omittet~:

Cesh Impl[ed
Year Subsidy Sabsidv Totsi

2007N8 $ 20,886 $ 2.719 S 23,W5
2008/09 23,504 3,180 26,684

2009/IO 26,410 3,734 30,749

2010/it 29.639 4.288 33.926
20l 1/12 33,070 -0,753 37,824

2012/13 36,534 5,154 47,688
2047/14 39,955 5,549 45,54

2014!15 43,585 6,053 49,678
20I3/1G 47,556 6,667 ~ 54,222

2QIfi/17 51,325 7,253 58,578

20 ~7q8 54,852 7,711 62,563

2018/I9 58,518 8,260 66,778
2019/20 62,543 8,972 71,575
?A2021 66,662 9,698 76,360
2021h2 70,437 10,313 80,750

Sensitivity: The above results are based on a30-year amortization of the unfunded liability:
Following illunrates the impact o[ehenging the amorii~lion period ta?A years {OOOs omitted): .

Current Full
Funding Policy Prc.FUnding

5.55% 7.75

■ 30-yearamortizatiory -

A2C $556,744 $ 42,176

• A2C % 20.2% 15.0

■ 20-year nlnortisation

• ARC $ S 70.972 $ 51,572

• ARC% 253% I8.4%

~i I/ $AN~
m~yz~,zom ,.-
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City of San Jost— Federated City Employees
June 30, 2P07 Retiree HealO~care Actuarial Valuation
Page 5

Present Value of HeneTits: When an acNary prepares an acNarial veluetioq (s)he Srst gatAers
participant daEa (including active employees, former employees not in payment status, panicipanis
and beneficiaries in payment status) at the valuatbn date (for erzample June 30, 2007). Using this
data end actuarial assumptions, (s)he project4 fume beneLt payments. (The assumQtions pmdict,
among other things, when people will retire, terminate, die or became disabled, as well qs what
salary increases, general (and healthcare) inflalion and invegUnent return might be.) Those future
bane&t payments are tliscounted, using eacpected future investrneril return, back to the valuation date,
This disco~mted presetrt value is the plan's present value of benefits. It represents the amount the
plan needs as of the valuation date to pay all future benefits — if alt assumptions are mG and no
fuN~e conVibutions (employee or employer) are made The Tune 30, 2007 Federated atiree
fiealthcaze Present Value of Benefits is $1.2 billion using a 5.55 % dimuun rate ($798 million using
a 7.75% diswunt rate), with $442 million oFthis far former employees who have already retired
{$345 million using a 7.75% discount m[e}. _

Actuarial Liability: This represents llte portion ofthc present value of benefits that participants
have earned (on nr~ ecluazial, not actual, basis)Shmugh the valuation date. The June 3Q, 2007
Federated retiree healthcare Actuarial Liability is $931 million using a 5.55%discount rate (5678
million usinga 7.75°k discount rate), with 5442 million oftMs for former employees wFro have

. ~ already retired{$345 million usinga 7,75%discount rate).

Plan Assets: TB consider a retiree healthbere plan funded for GASB 45 purpose, assets must be set
aside in a trust that cemwt Iegal~y be used-for airy purpose other than to pay ̀ efiree healthcsie
'benefits. The Citys Federated reliree heatthcam plan iscurrently partially funded. Plan assets are
invested in an irrevocable nest togelherwith lire Federated City Employees' Retirement System
assets. Fstimared plan assets for the Federnted retires healthcaze plan az ot6/30Y1007 are E93.5
million.

Normal Cost The Normal COS[represents the portion ofthe presrnt value of benefits cnpected to
be earned (on an acWarial, cwt acNal, basis) in the caning yeaz. TAe June 30, 2007 total Federated
retiree healthcare Normal Ctist is $26.5 million (9.4~ ofpayroll) using a S.SS~ discount rmre and
$t5.4 million usinga 7.75%diswun[rate (5.5%olpayroll}'The NOnnal Cost, alter suMmcting the
expected employee contributions, is 516.9 million (6.0%ofpayroll) using a 5.55°/a discount rate and
$5.9 miilinns usinga7.75%discourt rate (2.OYo ofpayroll}

AcW arfel Cost Metlwd: This dcrormi~es the method in which berwfitc are acNarially earned
(allocated) to each year of service. It has no effect on the Presem Value of Benefits, but has
Significant effect on the ActoariaL Liability gad Nnrmel.Cost The City's tune 30, 7.007 retiree
Leaiihcare valuation was prepflred using the Fntry Age Normal, level percent ofpay cost method.

Implied Subsidy: DASH 45 requires that the implied subsidy for retirees be included in the AAL
aid the ARC for plans [hat are not community rnted, An implied subsidy exists wben the pmmium
fm a group of employees is determined by ag~{egiting the experience oithe group. For example,

' azsume we have one setive employee and one (rroo-Medicaze eligible) retiree with a $600 monthly
premium. The underlying medical cost eerie; by age and gender and might actua0y be $300 per
moiVh far the yomger active employee and $900 per month for older retiree. In this case, the

~ ~ r~~r za, zoos J
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C[ty of San Jose— Federatetl City Employees
June 30, 2007 Retiree I~eaithcare AcNarial Valna[ion
Page 6

'. ptemi~m for the employee is subsidizing (6y S300)the premium of the retiree: We valued the
implied subsidy far aII the City's health puns. ..

.. Actuarial ASSUmptSons: Under GAS845, an actuary must foibw curtest actuaziafstandards of
practice, which generally cell for explicit assumptions - meaning each individual assumption repmsenu
the aGwuy's best estimate.

GASB 45 requires that the discount mte is based on the source of funds used m pay benefiu.. This
means the muleilyirig expected long-term mte ofretum nn plan assets for fumed plans. Undrr the
Cily's cumnt fwiding policy, the Ciry wnvibutes more than Pay-As-You-Go but less than the full
ARC. [n this case, GASB 45 requires the di5coimt rate be be5rd on a blended a[e. Forthis valuation,
a blended rate of 555%wacused, assuming the actual convibution is 20%behveen Pay-AS-Yoo-Go
(5%, assumed long term rate o£ velum on City's General Fund) and full pre-Yunding (assumed
7.75%). We also show (esults at 7.75 % to show the impact offullpre-Cunding. The appropriate
discount rate will be determined based on the plan's actual asset diversification.

Another key essump(ion is future healthcare inflation rakes Actua12007 medical p~emiiuns were used
in the valuation. The intleGOn rate for HMO's staets at 10.4%(the increase in?A08 premiums over

200 az~d grodas down tb 4.5%(2017 premiums over 2016) and mxnalns at 4.5%into the future. The
inflation raze for PPO's starts m 11.1 (the inueace in 2008 premiums ovu 2007) and gales doom to
4,5%(2077 picmiums over 2016) and remains of 4,5% into the future. 'ibis assumption means
heahhesre is usumeA to increase, on iAe aterage, 7.4Np for HMO's and 7.9°/ for PPO's a year for the
ne# ]0 years. flvthermae, since ihevaluation's ganerel ioflffilon essumpHon is 3No, it also means
heaNhcare is assumed fo level ofEat 1.5%mar ~en~a~ inflation.

U 
~ ...

s7,ivJos~
mivz3.zoo~ ---
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City of Sao Josd—Federefed 45ty Smploycea
June 3Q 2007 Retircc Heatthcam Actuarial Valuation
Page 7

The following table summazizes medical benefits:

■ Medirad $liyibiliTy■ Service or disablliTy retirement directly from City with either:

D 15 years City service, or

D Receiving?37.5%final pay

■ Deferred vested members eligible at redcement if terminated with IS
- years City service

■ Medical Berafit ■ 100%of lowest cBSi health plan available to active employees

■ 2007 CaPS:
➢ Single-§399.2$Blue Shield liMO)

n Family - 5999.40 (Kaiser)

e Same dollar Caps pre and pon Medica~c eligib[IiTy

■ Spouses, domestic partner; dependent children covered

s Dental Eligibility ■ Service w disa6itiry ~etve directly from City with 5 years City service

■ Degtal BeneFi[ ■ 100°/a dental premiums for employee and dependents

■Vision and Life ■ Available at retiree's expense ~.

■Surviving Spouse ■ EfigibiGty:
Benefit ➢ Deathwhile retired or before retirement but eligible for retiree

medical and/or dental benefits, and.

Survivor receiving monthly survivorship allowance

■ Benefits:

t ~ Same medical and denial benefits continue

1 $ O~tl
fuly 23.2007 -~-.w
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Attachment 1.

~SEGAL
THE SEGILL COMVNJY
120 Monl9omery SIree6 Sulle 600 Sen FranGSCO, CA9at69~a300
T 415163,8200 F x15263.8280 wvwsegdco can

lartuary 12, 2007

Vie EMgIL and US MAIL

Mr. Edward F. Overton
Director/2etirement Services
City of San lose Police and Fire peperhnent Retirement Ptan.

t 737 Nottl~ First SVeet, Suite 580
San Jose, CA 951 t2-4505

Re: City of San Jose Potice and b'IreBepartment Medical and Deutal Insaraace Plan

-. GASB StatemenCS No. 43 and No. 45 Results Using Requested Assumpiions

Dear Ed:

Our original draft valuation report for the Ciry of San lose Police and Fire Department Medical

and Denial Insurance Ptan dated October 24, 2006 was presented to the Board of Retirement on

November 2, 2006. ARer the draft report was presented to the $oard, a number of questions

arose regarding difCerenees in assumpflons and methDdotogies behveen our draft valuation

cepoR and the valuation report issued by GRS (actuary for the Federated System) Cor the

Federated Medical and Dental Plan.

We met with representatives of the City, GRS, represenlafiveS of the Retirement boards and

Macias and Gini (auditors for the City and the Retirement Systems) on Deeember 8, 2006 to

discuss the differences in assumptions end methods between GRS and Segal. Asa resWi of that

meeting, we were requested by your office to recalculate the GASB 43 and 45 results with tioth

an 8.0% discount rate and a 5.3%a discount rate, using 66N Ilse Entry Aga Normal (EAN) and

Pmjected Unit Credit (PUC) cost methods. In addition, we have addressed several issues in this

letter that vrere raised in our December 8 mceting.

> Rerun tLe GASS 43 and 45 results using both a 53%discount rate and an 8.0%

discount rate.

Benellu, CUmO~elian anE H0. CertsulYng AfIPMA 2051011 GLWRY G11CM0 tlLVE4NAl OENyER WAIF00.0 HWSfON IOSANCElES

MINHENgl15 NEW ORtEPM NfW VOW( 4MIIALEIpNA %AFNI% G0.INCETON MlEMA15PN FlUfItl50J igWHlO W0.4tlM3iON.OG

~~a MUINnaUO~ulGroupotkcluaries anOCOnsultaMt 8/.Rf£LOIU BPUSSEIS WBIM GFNFVA MM1~UfYi .PMNNIH5WR01.pIiIX)X MELBOURNE

uErvcoun osu vu~s
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- Mc EdwaM P. Overton
January 12, 2007
Pago 2

Our original dreft valuation report contained the results using both a 4.5%discount rate and an-

8.0% diwount sate, The 4.S %discount rate was predicated on the assumption that there would .

be no change in the Police and Fire Board's co~[ribution policy to fund the cashflows for the

medical and dental benefits payable over the next 10 years whilethe 8.0°10 discount sate was

provided for illustrative purposes assuming that the liabiliTy would be fiuided on a full actuarial

basis.

in the GRS report for Nie Federated Medial and DenW Plan, (hey provickd ff~e ealculaYion

using oily die 825Yo discount rnte [hey used for the Federated retirement benefit valuation

assuming that theliability would be funded on a full actuarial basis.

Ae the December 8 meeting, the City requested thatwe provide an additional set o£results

assuming a 53%discount rate under the eurrentl0.year ceshflow funding policy. The 53%

discount rate was calculated by weighting an assumed rate of 5%drat the City believed it

would be able to eazn on its investment with the 8% romrn that the Policeaud Fire System

would eazn for eon[ribucionsdeposited under [tie current 10.year eashflowfunding policy.

At the meeting, we requested the CiTy to eo~cm Yhat their 5% investment refum assumption

was a long term assumption because at the current time, the yields on 10-year and 30-year

Treasury bonfls are in the range of 4-5%. We have also confirmed, based on a [eview of a 2006

study prepared by the Polies and Fire Boazd's investment consultant (that we eeceived for

another California public retirement plan client) that their prediction for remm on starter tears -

cashinvestments was about 3.6 % per ammm over the next?A ywrs.

At the meefing, Macias and Gini opined that the 53%~ discount rate requested by ehe City for

the Pollee and Pire plan was within the rea,onable range for such an assumpdoo under GASB

43 and 45. We would defer to ttie Police and Fire Board's auditor as the Fnal authority in the

matter of selee4ng the ultimate discount rate.

> Rerun the GASB 43 and QS results using both the Entry Age Normal (GAIN) and

Projected Unit Credit (PUC) actuarial cost methods -

Our original draft valuation repot[ wntained the resulks using the EAN acNarial cost method,

the same finding method adopted by the Police and Fire Rdi~ement Board for budgeting

contributions for retirement beneEts. GAS had prepared results for the Federated Medical and

Dental Pian using the PUC method even though the Federated Board uses the EAN method for

Funding re~irement benefits.

~ For [Ne Federated Plaq the mte requested by the City vas 5.6%.

4W4862vIN9181.103
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Mc EdwaN F. Overton
January 12,2007
Page 3

'lt~e EAN method develops ws[ as a level percentage of payrolF over each membu's active.

working lifetime. The PUC m~hod develops costs that acceue in proportion to the value bf the

se[vice renderod by each member The PUC costs generally start out lower but they wilt

continue to increase as a percentage of each member's pay over their active working lifetime.

$oth methods are acceptable under GASB 43 and 4S and we believe there are merits for using

a consistent achlariat funding metNOd (i.e., EAN) for valuing the full actuarial accrued liability

-for retirement, medical and dental benefits. However, the choice of actuarial finding method is

at the full discretion of the Retiroment Board.

> Iieait4care trend assumption

Our originzl draft vyivation report used en initial healthcare trend assumption of 12%per year,

grading dawn 1%per year down to an ultimate rate of 5%. The GRS vatuation.report for the -

Federated Medical and Aentsl Plan used an initial healthcare [rend assumption of 12%per year,

grading doom 1%per year down to an ultimate rate o(4%..The 4%ultimate healthcare

inflation assumption was also used by GRS as the general price inflation assumption. The

initial issue was that Segal's ultimate medical hand assumption was higher than the general

price infletio~.

At the meetlng, we explained our belief that there would continue to be increases in the

utilization of medical services, etc: that would ceusc healthcare expenditures to outpace genernl

.price inflation Since there woWd be real grOwtli in wages, we do no[ believe a higher

healthcare trend assumption would result in a prediction that fiealthcare expenditures urould

wns4tute a higherflnd higher percent of [he U.S. economy over a very lo¢g period of time. In

addiCron, zt a recent meeting among a number of xtuuies drat perform GASB 43 and 4S

studies in California, the genernl wnsensus was that WUma~ healthcare inflation would be

higher than general price inflation The above arguments togetl~ec with the observation that

actual healthcare expenditures have exceeded our near term healthcare trend assumption over .

the ]ast several years led us to continue to recwnmend to the Police and Fire Board the

assumptions outlined in our draft report dated October 2-0, 2006.

It is ow understanding your auditor is comfortrt6le with oar 5%ultimate trend rnte assumption

and GRS would also provide an altemaGve set of results assuming an ~Itimate healthcare trend

of 4.5%.

> Percentage of Medicare Eligihies

Aurdrntt valuation repoR stated that we were using an assumption that 9U%of retirees

reaching age 65 were eligihle for Medicare. A ques4on was rnised at our Dewmher 8 meeting

as to the appropriateness of the 90% essumptlon, given that individuals not eligible for

Medicare ai a6e 65 are required to enroll in Medicare. -

4009662vIN9)61.101
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Mr. Edward F. Overfan
January 72, 2607
Page 4

After roviewing our valuation pwgcem we believe this assumption is appropriate, although the

use of this assumption has no impact on the valuation results. The reason [hatthis assumption

has no impact on our valualion results is that regardless of whellier a membu is in-NleAicai~e,

the Plan will pay the maximum subsidy for all members reaching age 65 when we take the

Medicare Part B premium reimbursement intoa~ounT.

> Implicit Subsidy -

It is our understanding that for premium setting purposes, retirees no[ eligible for Medicare ace

pooled w0h active members. In general, the cost of heaithcare for retirees is more expensive

than for active members. For cuample, the We cos[ for a retiree may be $500 per month and

the true cost foc an active member under age 65 may be $200 per month. When they are pooled,

the average cost maybe $350. The difference between the $500 true Bost for retiree coverage

and the $350 "pooled wsP', or $150 per monff~, is an "implicit subsidy" that must be valued

under the GASB 43 and 45 requirements. Both Segaland GELS included the costs for the

"implicit subsidy" in their valuation reports.

However GRS reducedihe °imylicit subsidy" bated on the idea that reticeos generafty have

fewer children wvered than actives. We have reviewed our internal calculations and have

concluded trier[ any adjus6nent we might incorporate to reflect the Iower number of children for

retirees wovid not have a material impact (less than I%of payroll under the 4.5 %discount me

scenario where the total Annual Required Contribution is 3.L3%of payroll) on ourvaiva6on

results. ~ ..

Summary

- We believe that all tfie actuarial assumptions and methods we used in our draft valuation repot

_ . _ -arc in aecocdance with aceepfed aemariel principals. At the request of your office, we fieve

prepared additional results using a 53 % diswunt rate and an 8.0%discount rate, under bMh the

EAN and PUC acNarial cost methods.

The attached exhibit contains oUr original valuation results and the cesulls using the

assumptions and methods requested by We Board. Al l resu~[s in the table are based on the same

dace used for our draft valuation report as of June 30, 2006.. All actuarial assump[igns are

identical to the assumptions used in our draft valuation report, with the exeeption of dte

discount rate and theacaazisl cost method, as noted above.

4009861vIg9381.t01
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Mr. Edward F. Overton
January 12, 20D7
PeOe 5

If you have eny questions, please let us know,

Sincerely,

'~-`~
~"°A~` ~4 e"""nd

Paul Angelo, FSA, EA, MAAA AndyY'eung, ASA, EA, MAAA
Senior Vice Pirsiden[ &Actuary ~ Associate AcNary

Enclosure

MAM/bgb

OOOC86fv1/09}8L1@
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Attachment 2

` Y~J -Co Hula o&A[uu~v ~~m~~y Sw?ic 44D 
Inc Drive 

858.535.14t~5 u~

V 1 t - S+n DisFO. CA 92t2Lll38 wvrvipb.lelwrdecmm

December t9, 2006

Mr. Edward F. Overton and Mr. Thomas Webster
Director, Department of Retirement Services
1737 N. First Street, Suite 580
San Jose, CA 95112-4505

Re: Valuation Results using Alternate AcWarial Assumptions

Dear Ed and Tom:

As you requested, we aze providing alternate scenazios for the June 30, 2006 actuarial valuation eesutts.
We have calculated resulu using the following scenarios

Lower discount rate. of 5.6%with Projected Unit Credit (PUC) fiutding

• LowEr discount rate of 5.6%with Entry Age Normal (EAN) funding -

Lower discotmt rate of 5.6%, PUC funding end higher uffim~c medical trend mte of 4.5%

o [p~,.er discount rate of S.G°/a, EAN funding and HIghet ultimate medical [rend rnie of 4.5%

Other than the changes noted above, we have used the same data and assumptlons for this study as those

used in the June 30, 2006 valuation of retiree lualtli benefits.

The Atuival Required Contribution (ARC) is the amount that must be expensed under GASB Siaternent

No. 45. We Nave calcu{ated the change in the ARC under the four scenarios, ell using 30-year

amoitization:

+ If the discount rate is lowewd from 825°/ ro 5.6%, the ARC increases by $1t,t35,541 to
$35,485,078: -

• If fhe discount rate is Lowered to 5.6% and EAN funding is used, the ARC increases by
$10,81A,423 to $35,163,960.

~ If tk~e discount rete is lowered to 5.G%a and the ullimate medical trend rate is changed to A.5°/q

Uie ARC increases by $13,727,416 to $38,076;953.

• If the discount rate is towered to 5.G%, SAN funding is used, and ihe. ultimate medical [rend
rate is changed to 4.5%, the ARC increases by $14,176,501 to $35,526,038. Results of our

calculations areenclosed.

In the two scenarios in which [he ultimate trend rate has been increased to 4.5%, we retained the ultimate

fiend rate for dental ak 4%.

GURZA000643



-2- ~ December 19, 2006

With 30-year amortization of the unfunded liability, the results aze intecestirtg. As would always be the
case, the acemed tiabilifies are higher under EAN than PUC due to EAN's recognition of liability earlier
in an individual's career However, there is higher normal cost under PUC, largely due to the relatively
old average age of the active membership. If a much skorter amortization period was used, the expense
under EAN would be significantly higBerthan under PUC.

EneVosed is a bill. We are only charging you far twee of the four scenarios presented. Once it became
apparent Uiat the PUC and the EAN eacpense were reasonably cldse if 30.yeaz amortization is elected, vre
wanted to show two scenarios under EAN instead of the one scenario initizlVy proposed.

Pease call if you have any questions.

Si¢cerely yours,

~~il

Rick Roeder, FSA

~, ~r3
Rebekah Bayram, F5A

GURZA000644
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COUNCIL AGENDA: 09-21-09j

SAN~OSE Memoranc~uYn
GP[[AL OP SIUWN V.VLF3

T4: HONORABIEMAYOR AND FROM: Alex Gurza
CITY COUNCIL -

SUBJECT: SEE BELOW - DATE: April 7, 2009

COUNCIL DISIRIC7: N/A
SNI AREA: NIA

SUBJECT: RETIREE HEALTHCARE FUNUIN6

RECOMMENDATION

Adoption of a resolGdon to provide as follows:

A Approve the tents of agreements (attached} with the bargaining units listed below and

aufhor¢ing the City ManageP to execute the agreements effective June 28, 2009:

1. AssoGatbn of Bi~Oding, Mechanical and EleeVicallnspectors (ABMEI) -

2. Association of Engineers and Architects, IPPTE Local 21 (AEA Units 41!42 and 43)

3. Assocladon of Maintenance Supervisory Personnel {AMSP)
4. City Association of Management Personnel (CAMP)
5. Inlemalional Brotherhood of Electrical Workers, Local No. 332 (IBEN~
6. Municipal Employees' Federation, AFSCM~ Local 101 (MEF) '-

7. Confidential Employees' Organization, AFSGME local 101 (CEO}

& Implement retiree healthcare funding fw Executive Management and Professional

Employees (Unit 99) and employees in the Unciessitied NomManagement employee unit (Unit

82) who are in the Federated Cily Employees' Reifrement System, effective June 28, 2009.

OUTCOME

Adoption of the resolution and authorization t6 execute the agreements that would implement
retiree healthcare funding ~r reements between the Cily and ABMEI, AEA, AMSP, CAMP,

IBEW, MEF and CEO, and to implement retiree heatihcare fundity for Executive Management

and Professional Employees (Unit 99) and employees In Unit 82 who are in the Federated Cify

Employees' Retirement System, effective June 28, 2009.

BACKGROUND

in August of 2007, City Adminishation brought fonNartl to the City Council a memo on Retiree

Healthcare. This memo provided information and background on the government accounfing

GURZA000646



HONOPABLE MFYOft AND GTY fAUNCII
Mni 7.2oos
Svbfatl: RaOroe NaallM1Caro FUnaing -

_. - Pego2M6

rules relatetl to retlree healthcare, provided information on the retiree healthcare liability, and
explore8 options to be considered to mit(gate these costs. This memo can be found et
http•/Iwww sanioseca aov/cleiic/Agenda/08(7707/080707 03.71:ptlf.

This memo was prompted by the Governmental Accounting SFandards Board (GASB)
Implementing repoding standards that require state and local governmental agerictes to disclose
the full cost of unfunded actuaeial liabilities for Other Post Employmen48enefts (QPEB), such
as retiree healthcare, which include medical and dental benefits. The estimated unFu~ded

- retireehealthcare liability for tha City of San Joae was estimated to be as high as S1 65 billion,
based on the most recut actuarial analyses at that time. Factors that conlribule to the amount

- of the ilabAlty Include fhe level of the retiree medical bent, escalatin8 tests in medical
premiums, the increasing number of retirees, and the Citys current level of funding retiree
healthcare benefits.

In response to the sEze of this prbjec[ed liability and its polenHal impacf, fhe City Coundl
discussed retiree healthcare liability as an agenda item during lwo Council meetings (n August
of 2007. From these sesslona, the City Council directed staff ta:

1..~ngage stakeholders in Identifying strategies and alternatives to address our unfunded
liability for retiree healthcare. Represented stakeholders were to Include, al a minimum,
employees, City labor Alliance, Executive Management Forum, refiree associations,
retirement boarcJs, and South Bay Labor Coundl.

2. Continue to survey how other cities and counties ate addressing their unfunded
liabilities. ~.

3. Engage expads, identified by the AdministraHon and stakeholders, as necessary to
evaluate strategies and approaches that a2 Wentified by stakeholders or have been
implemented in other cities ar counties.

4. Study haw pre-full funding of benefits can be accomplished through aphased-in
approach.'

As one component of the Stakeholder Process, a Joint CommiBee on Solutions to Retiree
H~Ithcare was developed. This committee induded ~epresanWUves from the Police. and Fire
Depadment Retirement Plan and the Board of Administration of the FetleYated City Employees'
Retirement System. The report can be found et _ . _ ,.

The Joint Commi@ee on Solutions to Retiree HeeNhcaie make numerous recommendations, lwo

of which were:

1. The Boarcls should recommend to the Gty the adoption of recommendation no. 1 of the
Public Employee Post-Employment Benefits Commission:

Public agencies providing OPEB bother post-employment benefits] benefits
should adopt prefunding as their policy. As ihelr policy, pretunding OPEB
benefits Is Just as Important as prefunding pensbns, ltieuitlmate goal of a
pre(unding policy should be to achieve WII funding.

~ Cily of San JosA Coundi Memorendum, August 28, 2007.
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HONOFABLE MAYOR AND dtt COUNCIL
nPdn, zooa
Subfecf: RNIree HUelfhcem FUndl~q
Pega S M 6

2: The Boards should recommend to the Gry the adoption of a reasonable ramp-up period;
i.e., one rrot less than five years, to reach full funtling of the annual required contribution
(ARC) required by GovemmenCACCounting Sta~arcls Board (GASB) Statement rws. 43
and 45.

The City also developed a stakeholder process and held sessions for all City employees to
attend. As a result of this stakehofdor process, a Council Roped was developed that induded
key themes from the stakeholder sessions. Thfs report can be fountl ffi: _

This report went to the Clty Coundl in June of 2008. The Council Memo accomp:
reporlcan be found at•
http~!/www sanioseca pov/re~ireehealthcareldgcuments/CouncilMemg067708 pdt.

This report provided that one of the themes chat came ouC of the stakeholtler process was to rnd
away to phase in full prefunding.

Alter this extensive outreach and collaboretion, different options to achieve full pre-funding M
retiree healthcare 6enafits were cpnside2d. As each optlon was explored, it was done within
the following context: ~ ,

7. Based nn an outside Iegaf counsel opinion, it was determined that retiree heaithcare
- - benefds can be considered a "vested" benefit similaz to the pension benefd and the City

determined that It Would not be pursuing changes to retiree healthcare benefits for
cu[rent employees or curcent reflreea

2. The level and eiigibil({y for retirCe healthcare benefits for City employees are deed in
the Muniapal Code. Contributions from both the City and current empiayees provide the.
funding for these benet'its. The contrl6uUons are made as a percentage of pay for current
employees and are pad of the cnnVibution rates for the City's two ratiremenl plans,
Corrtributions for retiree dental benefits are made by the City andthe employees In the

_ ra8o ofeight-to-three. Coatributlons for retiree medical benefits are made by the City and

the employees in tha redo of onado-one (50150 split).

In order to continue discussing with~lhe City's bargaining units the issue of retiree healthcare,
the Ciry obtained reopener agreements to enable the City to engage in coalition ba~gainiig on
the subJect of retiree healthcare banefits with the following bargaining units:

1. Association of building, Mechanical antlBlectdcal Inspectors (A8ME1)
2. Assodallon of Engineersand Arohltects, IFPTE Local 21 (AEA Units 41/42 and 43)
3. Association of Maintenance Supervisory Personnel (AMSP)

- 4. CRy Association of Management Personnel (CAMP)
5. international Brotherhood of Electrical Workare, Local No. 332 (18EW)

- 6. MuNdpal Employees' Federation, AFSCME Local 701 (MEF)
7. Confidential Employees' Organization, AFSCME Local 101 (CEO)

Upon mutual agreement horn each of the above bargaining units and the Gity, coalition
' bargaining began In July of 2008, and a tentative agreement was reached with each of the

seven bargaining units on March 4, 2008. The Tentative l~greements have been ratified by all
seven bargaining units.
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ApN T, 2008
Sab~acL• Rolima Neal~hcaee i~nding
Page4ol8

In additbn, the retlroo healthcare funding has been discussed with the Executive Management

and Professional Employees (Unit 99) through the Unit 99 Forum and they have been notified of

implementation effective June 28, 2009.

It should be noted that a similar agreement with the San Jose Police Officere' AssoGatton has

already been approved by tha City CouncN and is in the process of being implemented fa June

28, 2009. The City is currently in negotiations with Operating Eng[neers, Lacal No. 3 and San

Jose Fvefighters, IAFF Local 230, on their successor agreements as a whole, which incluiie Ure

topic of retiree healthcare.

ANALYSIS

The following is a summaryof the key provisions of the attached Tentative Agreements with the

seven bargaining units, and a summary of the key informaHoo discussed with the Unit 99

Forum.

Retiree Healthcare Fundin

Currently, retirees who meet eligibility requirements receive reIIree healthcare beneffis that

provide for 100% of the premium for the lowest cost plan avaflable to active Cily employees.

Thus, elfyible refvees do not pay (or any portion of the premium fw tie loweshcost plan

The San Jose Municipal Code (328.380) provides that conLlhuttons for retire¢ medical benefits

shall be made by the City end employees In the redo of oho-to-one and contributions for retire
e

dental benefits shall he made in the mlio of eight-to-thre@. However, the currentievel of

conGrbuGons 6y the City and employees to hmd retiree healthcare are substantially less than

the Annual Required Contribution (ARC) calculated by the Federated Plan actuary. Based upon

the actuarial study for the Federated City Employees' Reflrement System as of June 3b, 2006,

retiree healthcare benefits in the Federeted CHy Employees' Retirement System are only 12%

fi~nded

Effective June 28, 2009, the Gry and ABMEi, AEA, AMSP, CAMP, (BEVY, MEF, CEO, Unit 99

-and Unit 82 wip transition from the current padlal pry-funding of retiree healthcare bene0ts to Sull

pre-funding of the Annual Required Contribution (ARC) over a period of five years. The

Federated Plan's iNpal unfunded retiree Frealthcare IiablGty shall be iWly amortized war athirty- .

year pertod so that itshall be paid by June 30, 2039 (ciosedamodlzation).

The ces0 contribution rate for plan members shall not have an Incretnentat Increase of more

- than 0.75% of pensionable pay in each fiscal year arM the City cash contribution rate shall not

tpve an incremental increase of more than 0.75°h of pensionable pay in each fiscal year.

Notwithstanding the limitations on the incremental increases, by the end of the h've year pbase-

in, the Cify and plan members snail be conUibuting the full Mrniai Required Contribution in the

- ratio currontiy provided under Section 3.28.360 (C) (7Jand (3) of the San Jose Municipal Code.

Heaithgare Cost Mifiaatigp

In the upcaning months, the City will be discussing w(th the Unk 99 Forum issues related to

healthcare cost mitigation.

"~ As part of the Tentative Agreements with the bargalNng units, the parties agreeA to commence

meeting and conferring between January 1, 2010 and January 19; 2010, on retiree healthcare

benefits for future employees and a medical reimbursement program fo[ future retirees.
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The parties Intend to engage In these negotiations in a coalition bargaining process, as was
done for these Tentative Agreements, with ali other interested bargalnirg units, if any.

if no agreement is reachetl, the parties wi~i follow the impasse procedures set forth in the C@y of
San Jose's EmployervEmpfoyee Relations Resolution (#39367) and the Meyers-Mfllas-Brown
Ad: The parties understand that thfa means that the City will have the right to unilaterally
implement in the event rro agreement is reached at the conclusion of negottatlons and
mandatory Impasso procedures, but that the unilateral implementation of retiree healthcare

.benefits for future employees shall not be effective before July 7, 201Q

The Tentaf(ve Agreement with ABMEI also includes a provis(on that aflor declaration of impasse
with respect to negotiations over a~modification of retiree healthcare benefds, if the City provides
notification of Implementation, ABMEI has the right to e~age In a str~Ce, or such othor protected
concerted activities on the employees' own time provided such other protected concerted
activities do not impede the performance of the employees' assigned dNles.

EVALUASION AND FOLLOW.UP

As noted earlier, these Tentative Agreemerds with the bargaining units include a provision that
the Clty and bargaining units have agreed to commence.meeting and confeMng between
January 1; 2010 and January 19, 2010, on retlree healthcare benefits for future employees and
a medical reimbursement program for future refirees

In the upcoming months, the City will be discussing vAth the Ur~t 99 Forum Issues related to
healthcare cast mdigatian.

PUBLIC OUTREACHIINTEREST

Q Cdteda 1: Requires Coundl aGion on the use of public funds equal to $7 million or
greater. (Requ7red: Websita Posdog)

0 Cdterla 2: Adoption of e now or revised policy that may have ImplicaYrons fa public
health, safety, qua~iry of Iife, or finandaVeconomic vitality of the City. (Required: E-mail
antl Website Pos.Hng)

0 Cflterta 3: Consideration of proposed changes to service delivery, progrdms, staffing that

may have impacts to commaNty services and have been identified by staff, Council or a
Community group that requires special outreach. (Required: E-mail, Website postlng,
Community Meetings, Notice in appropriate newspapers)

This item meets'Criterion 7. This memorandum will be posted on the Gity's webstte for the Apol
21, 20p9 Council Agenda. This memo was included in the EaBy distribution Council packet.

' COORDINATION

This memorandum was coordinated with the City AHOmey's Office and the City Managers

Budget Office.
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COST IMPLICATIONS

The City end amployeesrep~esented by ABMEf, AEA, AMSP,.CAMP; IBEW, MEF and CEO
end employees in Un[t 82 and Unit 99 wlli phase•in to fully fund the Annual Required
Contribution {ARC) over alive-year pedotl. 'this will result in arc Incremental increase of up to
0.75% of pensionable pay in each fiscal year for employees, and an incremental increase of up.
to 0.75°h of pensionable pay in each fiscal year for the City: The Plan's Initlal unfundetl retiree
healthcare liability shall be fully amodfzed over a thfdy-year peBOd so that it shall be paid by
June 30, 2039 (closed amortiza0on).

The maximum cost to the City In Fiscal Year 2009.2070 is approximately $2.15 million if the
Incremental increase was 0,75% of pensionable pay. The amount Is expected to be less than
0.75°,6 of pensionable pay In 2009-2010, but the exact amount is pending an actuarial study by

the Yetirement board's actuary.

~~
- Nex Gurza

Director of Employee Relations

Far questions please contact Nex Gurza, Director of Employee Relations, al (408} 535.8150:
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~: CITY OF SAN JOSE AND ASSOClAT(ON OF BUILQINCi, MECHANICAL AND EIECTRtCAL INSPECTORS

MEOIATItlN TEMAl3VE AGREEMENT

ARTICLE 2S RET{RE6 HEALTHCARE PUNDiNG
ICUrrenf Arklele 26 and su6aeauent articles to pe re-numbered - -

MaM~A. 2008 ~~ ~ /
P9De1 ol8 'I Cr'

3-~~
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.- ~ ~-.CINOp SAN JOSE ANp ASSOCIATION OF 6UIIDINCr, MECHANICAL AND EIECTRICR6INSPECTORS

MEOlATION TEN7ATNE AGREEMENT

ARTICLE 9 FULL UNDERSTANdING MODIP(CATION AND WAIVpR

8.6 Healthcare Qost MlUgellon _ -

anuu in i'n~renuuu ' uwu~ ~v ~ ~

... ~ March 4, 2008 ~ ~'°'
page 2 of s
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CITY OF SAN JOSE AND ASSOCIA770N OF BUILOMG, MECHANICAL AND EIECTRICAI MSpECTARS

i"
MEOIpT10N TENTATIVEAGREEMENT

i

j .TMs ngreemea[ da aNt consftleretl tentaUvo and shall not 6e consitlered fine( or birMNg untX ratified by the
membevshlp antl approved by fhe City Counc/l This document sets foAh Fhe IW! eg~uemenk al the parties
reecAetl tlurinp ponfiden6af meckafion. AnyN~ing nbt Included e+ tbls document !s rrot part-of tgGa teMeGYe -
agraemenk !f this tentative agisement is not wed by"the membership ornof approved by the C/ty Counci6 UiA
palt(es' pasRlorrs wlff revert to the last ofr-the-~ecoM proposals priorfa medieBon. •The pmvishrns set forth above

~' ~ shaAbe7ncbrpoieted(n any suacessorMenwlextlum ofAg~aamenti

FOR THE CITY; ~ FORTFIE UNION:

~~ ~ ~ ~~

.~-y o~

M9rCh R, 2009
PoBO3 ofS
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CITY OF SAN J6SE AND ASSOGATION OF ENa1NEERS AND ARCHITECTS,

' IFPTE LACAI#21
MEDIATION TENTATIVE AGREEMENT

AR~aG4L 43-RFsYJRCMENF

.~—~,:e--~srtien~nave+,et-reawied~aay-egraemept:en~he~cu~Jeskef-retk~re
A 4Ba0Nk6—F{tel'9f9re; Ihe-paAlesagFM~1~i60RtNt4edb~MBBhaHCI-6947feHagsf8ing

sganc~eu~to liaeea §euetite-nelwitk~~Ne3of-tMIa~MOAnGurren4
retiretraeaN~~rx~ANa~al~lBaFEe~aNr~l-s~~e-tenr~~sf
H~Ic-AS~~eFheM++aless~meAified~drsuapt-to;MeMeYers-A4IINas-~rew~~AcE

E~M~

TFiepaltleNaton~ae~erjg~e~p-tMaderegeing~aegetlatloneina-sealitioR
bargainiagpirece~s~tVlthaN-aNter-(r+terectec#+eP~'esexie6-derg2lMF+g-aa~tsrN-a~aY= _
t~iewever~ego4at4eAS-ketwean-tge8fbyepA,4~4~cF~211~cenimepse-ae~later-tl~sn
AAa~H~908-wilA~r-wl Wer~Hargslgit~he
BiFyaad-A~~~sh~IFae@eHateaa-@seci~faiH~-lgan~e(feR~ie-reach-atiiuteel
agreeE~isnt;

IRr~,~reeipegt-W-readied,-iHe{~arSies.wlfi-follevrtheim~aece-precedun s~ea4fertk-iq-ige

GAy-efSaR~BGeakeyet-F.mR~syee-f2aFatie~e~Z05BIUtIBn"E~r395@!J~@A'
X1~aG' IFi~ot~§eAe~arada~iYearl~er~ihar+'JUr+e-30r
20@@. lYae-Gltya@reestf~atJt~w111~noF+x+lla4erally-haaglatpeaRChatages-te-retiree
heal~kcarabenefts~c+r-A6huM8at+y-cHat~igeste-retiree-gealth~are-0enegts-kesome
aftactive-feFtpe~9ugicl{wl-Et+i~3~eYAea'-FederaUea{MC#j:

ARTICLE 12 RETIREE HEALTHCARE FUNDING

Page 1~a~30 d~

-y,u' ~~'
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CITY pF SANJOSE AND ASSOCiAT10N OP ENGINEERS AND ARCHRECTS,
IFPTE I.00AI. #21
MEDIATION TENTATIVE AGREEMENT

ARTICLE 3 AGREEMENTCONbiTiON3

91.5 Heslihcare Cost Mitlsrelion.

3 15 1 NoRtithsiairdin anv other prcrvislon of this Aareament the Dart( a spree to
comm oe meetlna an8 con(artln9 between JanuaN 1 2010 and January 1B.
2070 on retir ~e healthcare beneliis for future employeesand a medical
r 1 h i Bament orntlrant (oftUiuFe retirees.

3 1 5 2 The paRies Intend fo enaaae In the Mreaoinq naaolleilons In a wallllon

rualn~ process with ali o[h r Int r aced reorasonted barpelnitm units If any

However negotiations hetween the C1iYand Emolovee Om~lzailoo shall

commence no later than January 19 201D with or Without oedlanafion of RV

Morch 4, 2008 ~ /~~'
Paga2 W3 ~~~0~ Nv
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i CITY OP SAN JOSE AND ASSOCIATION OF ENGINEERS AND ARCHITECTS,
IFP7'ELOCAL#21
MEDfATION TEN7AT~VE AGREEMENT

other bamalnlna unH The CHv arKt EmWovee O za' I e otiate
000d faith In an effort to reach e mutual soroement

31 5 8 if no aore@1nePt k rexhed qle nadies wtll follow the Imaasse oroceiiures aet
forth in (he Clty of San Jose's6mobver-Emolovee Reletlons Resolutiwt
(#39387) endihe Mevers~tv1111es-Brown Act The natlies undersla~d Ihattllia
means hat rwtWlthstan~ina env other orovielon of this agreement the City wlll
have fha doht to i Ilaleraily implement In the event that n aareamenf Is reached
t the cn~~ygion of negatiatbns and inandatory impasse arocedures The Cily

ghat a unllalerai imotem nFatlon of mtiree heallhC re bonaills for future
emnloveea shall not be efiecltvebefore July t 2010

This agreement is s!N! wnsldetetl tentative and she!! naf be cons/dered fins/ or Dlno5ne unfi!
ratified by fbo membership and approved by the City CounclL Thls document sets forth fhe fuU
ng/eomanfs o1 (he parties reacAed durkig oonilden4a(med~aiton. MythU+g not included M Phis
doc4ment is notpart of this fentefive sgreemant (f th/s tentative ugraemorrf ~rs net ~efdiad by tfia

- membership proof approved by trye~City Ca/mcc++Y, the peR7as' posiUbns wA! rovert to tM1e fast on-
!he•recorci proposals priorto madialiq~. The provisions set froth above shN/ bo inwiporefed in
enysuccessorMomwd~um ofA9ieemant

FOR THE CITY: - ~-F—O7~R THE UNIQN:

Ili' " ~.. r"".. ~ .:a.-.~

~~~ SL `20 ~

.. ~ Mach 4, 2008
Page 9oF3 ~~~(~
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CITY OF SAN JOSE AND ASSOCIATION OF MAINTENANCE SUPERVISORY
- PERSONNS~

i - MEDIATION TENTATIVE AGREEMENT

j RETIREMENT ~ .. .
t

89r.94~; _

RETIREE HEALTHCARE Fl1NpING ~ ~ ~ "'

March 4.2008 / ~ ~ /~ /~'
Pa9a,ot2 

3_~-~` ~~

~~°~'
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CITY OF SAN JQSE AND ASSOCIATION OF MAINTQJANCE SUFERVISORY
PERSONNEL
MEUTA710N TENTATNE AGI2~~INENT

HEAt,THCpRE.COS7 MITIGATION .. ........ ..: ~ ~..: ~..... ~. •..... ., . ,.:, ..' ̀

This eg(eemenf Is stGl considerstl tentative entl slieN net Ge cons/tleretl final or trfntlfnp un(d _
ratirod by tho membership and approved by the Cfly Council Thfs document sets forth the ftdt
agreerhenfs o(the parties reached dwfnp coiY+tlwi(aI mediation. Agything not fr~cWded to this
document is not part olfhis tentative ag2ement. If thls lenfeWe egrusment ~ not reh7ietl6y the
memberstl(p or not ep~Ipvad by Uta CRy Co~ng1; the par{ies' posHfarts Wfll revert to the last On-
the-raWMproposals pdw to inodlatbn. The provfstins set fmtlr eUOVe shell Ue inwrpora(ed in
any suocessaregrsement.

FOR'fHE C17Y: FORTHEV N: f

Me(ch 4.2009 
.. 3/y/r

Pego 2 0l2
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CITY OF SAN JOSE AND CITY ASSOCIATION O~ MANAGEMEM' PERSONNEL
MEDIATION TENTgTNE A6FIEEMENT -

RETIREE HEALTHCARE FUNDING ~ ~ ~' ' ' " ~ "~

II i melar~Innrl lNn} in er4~lnn 11~i~ w{ Il.e nN~n Ini...... a L.a~

gslhnatg~, orepered by the Fed rated Ctty Emabvaes'Retirement Svslem Board's actuary and
lF~p( the actualcorMbutlonmles to leach full ore fund~pof retiree healingre will differ The
p}~asedn(otheARC Shell be tlWtde~l ln)Q(IvQ yJep~(y~(rypagtraiahtlirromethodl each to ba
offeclivg.Qp th_~~af PeYRQ$o~1 gf the COWSfleCat veer in oach suxoedl~y~a B Flrsf
increment oHha ohasedn shall be effealive on June26 2009 It Is onderslood that because of

MafCit 4.2069 ~O
Page i of 2

3 ~u'
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CITY OF $qN JOSS AND CPTY ASSOCIgTlON OF M17ANAGEMEN7' PERSONNEL
MEDIATION TENTATIVE AGREEMENT

:. .
H@ALTHCARE COST;MITIGATION..... 

.;. ,::.:..~.:.:r .....::...:........ ..~...,.. ,..:~.:,.., ., ..

fi!s agmemenf Is still cons(de(sd feMative and shall tral be cnn.Ndared (u~al w b7ndng until -
. mOfled by the membership and eppraved by fho Clty Covnai( This tlooumegt sets !ath the ful!
agreements of tha parties reached during confldardta( mad'at7orx Myfbing not lnduded In U~is
dow(ment is not part of tlila tonfative a8roemen4 fIUNS fen[at(va agreemonf is not retifrod by the
memBersh{n or rrof approved by the C~7y Counc~Y, ftw per7tes'pos(Uons wiq revert to the lest orr -.
Awecotd pippasels priorta mediation. The provisbns set (oath ebovo sha7 be incolporafed In
any suocesso~agreement

FOR TWE CflY: FOR ThIE UNION:

~7
~~e'lC C,.A22,L} / /~n,rliv'~, av~

3 -4~°~.'

M~a, a, zoa9
Paga2of2
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CITY OF SAN .JOSH AND INT@RNATIONAL BROXHERHOO~ OF Ei_ECTRICAI,
. WORKERS, LOCAL NO.332
MEDIATION TENTATIVE AGREEMENT

ARTICLE 1b-RER'IREE HEALTHCARE FUMDlP16
1CUrrent Article 25 and aubaeauent articles to here-numbered)

~ ~-~
m~~ a, zaoo 

2~L~A~1 ~ 3-~-G 5' ~.
J
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CITY OF SAN JOSE AND INTERNATIONAL BfipTHERH0C7D OF ELECTRICAL

WORKERS, LOCAL N0.3S2 -
MEDIATIONTEIJTATIVEAGREEMENT

is not establisired nrbr jo reach4m the IRS tlmiteibn (he parties spree to meet and

discuss allelnative fgndino vehl es.

/jRT~L~ H FU f. UNbERSTANDING, MODIFICATION AND WAIVER

9.5~jgallhcg eLCasf,p~~igatlop,

9 5 1 ~ Noiwith~aridinp~ other nrovlsion o,(,hLfa Aareemgnt the oadles agree to

co -e eeC end - fern beiwee Jenu o
2010 oryyq~iree healthcare benefl xJor hrtura emnbvees end a me ical

reimbursemanl orbaram Far Ntare retirees. .

P 5 2 7hQ garN,~,s intend to enpaae in tli foredoirta ne4,oga1lons In e coalition bamalnfnp

prxess with ~I other In(,ere@ted reorese~ e~„~I,~araainina units if anv Fbwevar

gggpjf~J~on between the City e~ Union sh II commence no later than Japugyr

19 2~1~wifh orwith ut narUCWatbn o(anv other bamalnipg, unit The City and

Union shell negotiate In Hood faith in an eH' rt to roach a mutual acareemant

9 5 3 If no agreement is coached. the oarfiegyvj~l follow ths,imoesse procedures sef fodh

die Clty o[ San.bsa'e ~ olov~r Emobv e Refetione~R oh~tion (#38387} and

Ih~ersduillias-8r xm Act The aAfes underslsnd Ehat this means that

n twlthstandlnn emothar nrnvlstp,A„of tMs agreementJhe GYty w11 have tfie right

to unllaterally ImWementy7 the event that na agreement is oached at Ehe

concWslon of pe,A9jlaUone and mandatary Imaa se procetlures TFre City agrees

hterch4~1A09 ~ ~\
Pnpn2oi9 3/~f/~~- 3̂ ~~~~

cuazn000sss



CtfY OF SAN JOSE AND INTERNATIONAL BROTNERHOOP OF ELECTRICAL
WGRKERS, LOCAL N0.332
MEDIATIQN 7EtJTA'fIVE AGRHEMENT

•,] h}~(at n t iallmdementatian of reUreo healthcare benefits for lul~o emnbYees
ahal of be effective before JuW 1 201p

T~~Is agreement is etlA considered tentative and shall not be considered final or 67ndUq u~l
. tatMed by ~e membamhlp and approved 6y the City ComtciL Thls document sets7oHh the fW!
agreements o7tho pa~tfes reached doming conBtleMlsf medisUOn. Mylhing not 1~lrrUed In this
doaunent Is not part of N!s tanfative agreement. RtHis tentative agreemenf fs not ra6Tredbythe
membership ornot approvatl by the CRy CovnclF, the paAles posi(ions wtll r¢vart to the last on-
the-record proposals prPor to medtatfan. The provisions set forth above shag ba incorporated !n
_arrysaccessorMemarendam o7Agreament

FOR THE CITY: FOR THpE'UNION•

3 lS~o~

March 4. 2009
page 9of3
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CITY OF SAN JOSE AND MUNICIPAL EMPL6YEE3' FEDERATION
MEDIATION TENTATIVE AGREEMENT

AR77GLE96 RETIREE HEALTWCARE FUNpING
j (CUrrenC Article 15and subseauent artloles to be re•numbgradl

0.~ ~~~ ~a~

Much A, 2V00 ~ f ' 1~,,~q

~i
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r

CRY OK' SAN JO5~ ANq MUNICIPAL ~MPLOI(EES' FEDERATION

MEDIATION TENTATIV~AGREEMENT

Is n t ~ teblished_prior to reach[np the IRS Ilmitetio~he nartfos naree to meet and

discuss akemaUve funding vehicles ~ ~ ~ ~ -

AR'i1CLE 3 AGREEMENT CONDITIONS

3.1 5 Healthcare Cost MitiueNon

A 1 F 1 N 1 'Ih f rl' Ih - ~p~/101011 Of ~9 A 10EIYI2111 Iff9 p9ffIBS egfC0l0

omtne~ce meegng and confertltm betvaeen ~anuary 1 2610 and Jarniary 19

.9010 on,~etiree healthoare benefitsf rfuture empiovees and a medical

-' reUnbu[sement wopram for fuWraiaGrees

3 1 6 2The parties Intend to enapge In thetgfapoind neaoNatlons in a coafltio~

¢ameinina orq~ass wim sll otherinterested resented Bamalr~np unfta if any,

However neaotla[Inns between the Ckvartd Emolovoa Oraenizatien shell

c r ~ t r than denuery 19 2010 with or without parNCipaEion of env

other Hemelnina uNt TNe C(lv~ dq Emolovae Organization shaii negotiate In

good faith in an eHOrt,~o reach a mule i agreement.

3 7 S 8 If o aotge~7a~t is reacted tha dadiea will fellow the impass ar cedures set

fodh In e Clt of Sa Joae's E e s elations R lu o

.(#383871 and th~Nl~,ygr ales Brov~Acf The aartlq~ und~etend that this

means th t notwilhstanElna arry other nrovislon aflhis agreement the CttV wlll

have tha ~ipht to UniM~~r~llY Imniema~Inlhe event that no apreemeM Is reached .

at the c Welt I n of neaoQatjons erM mandaiory impasse urocedures Tha GIN

e rae tha! a unlletgral Imdemgr~{afion at retiree healthcare benaflis fortutuie

emnlovees shall not ba e active before Juiy 7 2010

3~,~~cfl

. MerohA~2oW ~
Pege2 ot8 ~/ui~~
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r_ _ _ ___ .;_. ... .. - ..

! CPfY OF 5AN JpBE-AND NIUNICfPAL EMPIAYEES" FEDERAT(QN

MEDIATION iFNTAi1VEAGREEME'NT

Thts agreement /s still cons(dered tenhaGvo arW shall not be consderetl Onai or bfnding unt8

' raUNed by the membership and Approved 6y the Gty COUnCH. Thts document sets foiNt th¢ full

agreements of the parties reached during conf+denUaf medlatron. MNhmg not inGUded )n this

docwrwnt is not part ofthls tentative agreement lflh~Is tentatNeagreemen(ls iwttatNted byMe~

membership ornot approvad by tha Cky Council, fhe parties' posfftans w1Q revert fo the fea(om

fhe-record proposals prior fo metl/a!lon. TAe provisions set faih e6ove sha11 Ue lncorporeted to

erry successor Memorandum afAgreemtrnt

i
~PFtiHECITY: FOR7H~UNION:

Cam- 

PR~~gO 
~ ""4"`'~('.A~ OAR,..

U ~J
j /~ ~~x 6- YU (an cl a Ft • Gr u 2
~ 3``'r0~ 3(~t/og

~P>
t w~ uc~,:.~~

3/s~lU ~ .

Mach A, 20D8
Page 8 of3
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C(TY OF SAN JOSE AN~CpNFIDENTIAI EMPWYEES'ORGANI7A7tON
MEDIATION TEMATIVE AGR@EM~Ni -

gRTiCL6 26 RETIREE HEALTHCARE FUfJDI 1~G
(Current ArGCie 26 and aubseauent arlicfes to bo re-num6eredl

M~h4.2~e 3~0~ ~~
PnBa 10(3
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~i3~

CITY OF 3AN JOSE ANDCONFlDENTIAL EMF'lOYEES' ORGANIZATION
MEDIATfON TENTATIVEAGREEMENT

r,~gf_eatabllsh d prior to rea~hina the IRS Ilmilalion the oarHae agree to meet end discuss
. aitemativefundina vehicles. ~ -

~RTIGLE 4 FULL UNtiERSTA1dpIN0 MODIFIGATION AND WAN@R

4 8 HeaNhcare Cost MiUastlon

481 Nohvilhst n~nn ~anv otFer aroVisiott of ibis Aareemeryt~ the netUea eSaree to
~~ ~ ~ M batween Jenunry 1 2090 gnd JanuaN 78

2050 on re Iii e healficere benefits for future emMovegs snd a med~el
w nor ementamarem torfulure rellreas

4 6 2 The nsrtles inlentl to enoape In the foregoing neAOliations In a oaalt8on baruulninv
~ all ofhef lntalesteA IeMe6enfed barga(n~no UnN6 If anti~iovrever

~oU~(o~s b~lwsen the CIt~, nod _E1l7RIPVae Omenlzatim shall commence no

iel r than Ja 16 2010 wllh oK without patt7WOatlon of anV When beraainlnq

un0 The CIW and Emnluvee OmanlzaUon cha11 nearoflate In noad9aith In en eftai
to reac9i a mutual aareemont.. i

4 8 3 If no aAreeme t is reachetl the oerEles wiYl follow the Imaesse orooedures set forth {
In the City of.San Jose's EmMopervfmWovea-Relations ft@~olutlon (#39387T end

''~~ j~,a Me ers-AAllias•Brovm Ad. lire tsartles understand fhal. this means that. 
i

nohvtthstanAlna any other wovlelon of this agreement: (he qty w it have,~he rlght
~~acfito unilaterally Imols}peryl In th~event that no aareoment Is d el tFa

co u- o 0 otlat a mantlat Im as cetlures. T CI a tees
that e untlater@I Imniemeniatlon of retiree hse thcare 6erretits for future emdkvees i
shall not be eTiect~before Ju)v 1 2010 ~ _.

~H
~r

ener~n a, zoos
-Pago 2a(9 -
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CI7Y OF SAN JOSE AND CONFIOENTIA(. EMPLOYEES' ORGANIZATION
~~ MEDIATION TENTATIVE AGREEINENT

This s8reemenl is s0U canstdered teMati✓s end 91~aH not 6e considered ftnal or bindirq untF1 m(It/od by the membershjo and epAroved by tho City CounolL This documopf a¢fs hxth the lu!!
. a8reemeMS of tha parties ronchad during cordidenflel mediaIIoa Anything not InGUded &~ this

daoumenE is not pod of fhls tenta!!ve agreemaM. I(fhls torrtaBVe agreement k no! mtiRad by tha
r~mborsNip or not epprnvod by tho CrTy Co~noll, lho parties' posrYians w~71 revert to Ure les(.on-
the•recoMproposals prior to madiat(on. 7ho provisbns set forfN above sfiall be incorporated In
any successor Mnmomntlum oPAgreemenG

FOR THE CITY: FOR E UNTO

1~~ ~Y ~y~.- ~ Y t S~ (.. ~ C.2 ~ 4 
s.Se~~

' /~1tv~x G~'`~ ~/9~~9

;,
.. - Mulch 4, 2U08

_ Pege9of9
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RESOLUTION N0. 74882

A RESOLUTION OF 7HE COUNCIL 6F THE CITY OF SAN JOSE

APPROVING AGREEMENTS BETWEEN 7HE CITY OF SAN

JOSE AND .5EVERAI BARGAINING UNITS REGARDING

RETIREE HEALTHCARE FUNDING, AND IMPLEMENTING

RETIREE HEALTHCARE FONDING FOR UNITS 99 AND 82

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SAN JOSE:

1.. That the terms of the Tentative Agreements between the City of San Jose and the
following bargatntng units are hereby approved:

(1) Associationof Building, Mechanical and Electtical Inspectors (ABMEI)
(2) Association of Engineers and Architects, IFPTE local 21 {AEA Units 41142 and

43)
(3)' Association of Maintenance Supervisory Personnel (AMSP)
(4)'City Assoc}anon of Management Personnel (CAMP)
(5) international Brotherhood of Electrical Workers, Locai No. 332 (IBEW)

(6) Municipal Employees' Federation, AFSCME Loca1101 (MEF}
(7) Confidential Employees' Organization, P,FSCME Local 101(CEO) -

Tho City Manager is hereby authorized to execute the Agreements effective June 2S,

2009 on behalf of the City.

2 That the City of San JosA is authorized to implement retiree healthcare funding for

Executive Management and Professional Employees (Unit 99) and employees in the

Unclassified Non-Management Employee Unit (Unit 82) who are in the Federated City

Employees' Retirement System, effective June 26, 2009.
a
~i
ii
i~
~i
~t
u
u
u
~r
n
it
u

r.zso&.o2a 5ansa z
Counctl Pganaa: 42LW
Ilem NV.: 3b
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3. The general teims of the Tentative Agreements and implementation on Units 99 and
82 are set out end described in the Memorandum to the Mayor and City Council dated
April 7, 2009, from the Director of Employee Relations and attached as Attachment R
and incorporated in this Resolution. .

ADOPTED this 21s~ day of April, 2Q09, by the following vote:

AYES: ~ CAMPOS, CHU, NERRERA, KALRA, LICCARDO,
NGUYEN, OLIYERVO; PYLE, REED.

NOES: NONE.

ABSENT:. CH~RC6, CONSTANT

DISQUALIFIED: NONE.

A~ ST:

---~/~!EE PRICE, MMC
City Clerk

2
L2609.024~5<~P54 2
CWOfA1 AgoMd: 0@1.03
Item NO.: 0.5-

~~~.
CHUCK REED
Mayor
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RESOLUTION N0.74803

A RESOLUTION OF THE COUNCIL OF THE CITY OF SAN JOSE
APPROVING AN AGREEMENT BETWEEN 7HE CITY OF SAN
JOSE AND THE SAN JOSE POLICE OFFICERS' ASSOCIATION
WITH A TERM OF JULY 1, 2QQ8 TO JUNE 30, 2010

BE IT RESOLVED BY THE' CITY COUNCIL OF THE CITY Of SAN JOSE:

t. ~ That the Agreement between the Cky of San Jose and the San Jose Police Offic.~rs'
1 Association (SJPOA), wRh a term of July 1, 2408 to June 30.2010, Is hereby

approved. The City Manager Is hereby authorized to execute the Agreement on
- behalf of the City. ~ -

2. The general terms of the Agreement ire set out and described in the Memorandum to
the Mayor and City Council dated Fotiruary 10, 2tl09, from the Diroctorof Employee
Relations and attached as Attachment A and incorporated in th~:s Reseluti6n. • .

ADOPTED this 24°i day of February, 2009, by the following vote:

:AYES:. CAMPOS, CHU, CONSTANT,~HERRERA, KAIFtA,.
LICCARDO, NGUYEN,OLIVERIO, PYLE, REED.

NOES: - -NONE.

ABSENT: CHIRC.O.

DISQUALIFIED: ~~NONE.

ATTEST:

~~i
LEE PRICE, MMC
City Clerk

1 ~_o.a
CHUCK REED
Mayo( 

~ .. ,...
~.

T~69'f 11530131_2 -
Courcil Agentiv: ).-24-09
Item No.: 3.6a
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.COUNCIL AGfiNDM 023A-99

otivon ~~ ~ -. TTEMi

SAN JOSE ` .Memorandum
~~

_ ~ ~ TO: HONORABLE MAYOR AND - ~ ~. FROM: Alox Gurza

CITY COUNCIL -

. SUBJECT: sF,E BEIAW - DATE: Fobmary 10, 2009

.. ~ APtuoved ~ ~ Date ~~p

COUNCIL DISTRICT: NIA
SNI AREA: NIA

SUBJEG7: AGREEMENT WITH THE SAN JOSE POLICE OPPICEI?S' ASSOCIATION

ANP ADQPTION OF APpROPRtATiON ORDINANCE AMENDMENTS IN

THE GENERAL FUND

RECOMMENDATION

1. ~ AAOptlon of a resolution to approve the terms o4 a Memorandum of Agre~nent xmh

the San J.osa Pollee OIDoars' Asaoclalion (SJpOFQ end eufhdrizln9 the CIPj Manage
r

5o execute lNe agreement with a term M July 1, 2008 to June 30, 2010.

2.. Aduptbn of the following 2008-2Q09 Approp[laflon ordinance amendments In 
the

~- y Gonerel Fund

a. Inorease the Police bepartmer~'s Personal SeMces appropriation by

$to,az2,e7a;

b. Deorease the Salaries end 8eimfits Eartnarkod Resorve 6y $10,8?2,87A.

OUTCO E

Adoptlon of the resolution and authorhatlon to exeoute the successor agreement would

~_ Implement a collecdva ~rgalnlhg unN agreement:belween the City snd the san Jos
e Police

_ O{ticers'gssociatbn ("SJPOA")..

~ACKGROUNb _ ',

The Clty ot5an Jose has a tabor agreement with the hargalnin9 unit, SJPOA: BJP~A

represents approxlr0ateiy 1393 tu11 time positions including employees in the classlf
lcatlons of

Police Officer, Police Sergeant, Ponca Capiain,.Pollca Lieutenant, and Deputy Chief of Pol
lee,

The prior ~~eement expired on dune.30, 2008. A ~ompleto copy of the pfior agfoetnont aan
 be

. - ta+nd at htro:llwww sanlosooaawlomnloveeReleJions/moas/moa ooe~.odf.

ATTACHMENT A
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Pu9sYOf6

On January 2d, 2009; the City and SJPOA reached a Ter$aBve Agreement on a two-year ~~

agreement TheTenlative AgreamaM was stifled By the SJPOA membership-on FebNery 6, '

2009. A complete dopy of the Tenlalhle /\greemenl can be found al
htto'I nny saniosece uov/emolovaeRe(~,B aslta ,~ odf.

YSIS

The folloN7lp is a~summary of the key provtslo0s of (he 7enlellve Agreeman4:

TerM ~Juiy 1, 2008 to Juna 30, 2010.

We9~ 3.75%general Wags lncrerse eftective dune 28, 2o0B,

1.60°h general wage Iricieasa efteCtive Juno 28, 2009.

Rafiremant EReciive June 29, 2008, all ciasslFlcatlona represented by the

' POA shatl receive a 1.76%base pay Inc7easa In-lieu of an

enhancement to the currerR reHremont formula (2.5%of flnai

compensation per year for up l0 26 years'aM A°,5 of flnai

compensation par yeart6t 21.30 yeare of seMca).

Health Inaui+anca, ~ - CunenUy, the Clty pays 8D% of the cos! of fha bWesl priced plan

Premium and the empioyae pays the remai~ng 10% of the premium:

However, lha employees' 10°/ Is cyrcenfly limited b a maximum

of $160 per month. E4fediv~ the (Iral pay period of payroll

calanda~ year 2068, amployeea' conUlkutlon tot the lowest-priced

medical Insurance plan will be 10°/ of the premium wllh nv cap.

Health Insurance EffactlVe Apgl i, 2009, capays far ail avaliable HMO plans

CB-Pays ehail be es follows:

a. Office Vlsll Co-pad: $ W
b. PreacrlpUan Co-pay:' $6 fw genede and $10 for brerid

name (Trre Blue 6hiaa HMO wW conllrwe Mindudo $16

non-fomwlary drug co-pay.)

' a Emergency Rown Co-psry: $50

- This wlU result in Kaisw Of~ceVisit Copays being Increased from

. - ~ $D to $10 and Blue Shield HMO Ofllce Go-pays belrg Inc~wsad

_ ~ nom $5 to $10. In addlgon, Kaiser's Emergency RootYi Co-pay

,w1117~rea'su from $O to $50.

Vacation Accrual Eifective the ilrsl pay padotl of payroll calendar year 2010,

empioyoea' paychecks wpl reflect equal accnled vacation and
empbyees will mt accme more than two limes their annual

_ ~ ~ vacation accrualrate. -

Civiitan)zaflon of During the term of the new agreement, the Clry may clvlllanize up

Funetions ~ to Flfteen sworn positions in accokancewilh the exiating

pmWstons of iFre MettwrazMum of Agieemant.
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~
~ Retlree Healthcare cuttently, retirees who maet el~glblWy requirements receive

t j Funding retlree healthcare benefits thet provide for 500°~ of the prem7um
fortha lowest-cost plan avalla6fa to edlva Ciry employees. Thum,
epglble tatlrees do not pay Por any po~lon oFlhe premWm for tha
hwest-wst plan. -

The San Josa MuNclpal Coda (8.30.576) provldas Diet

I .. oondl6uUonsfor retiree medical 6e`reflls shall be made by the city
and empbyaes In the ratb of ono-to-ono end contrl6utions for
reUroa derRal baaaflts shall be made in the rago of three-to-one.
Howe~(af, the current level of conldbuBons 6y the City end
employees to fund retiree healfhwre are su6s(anllally lass than

- the Mnual Required Contdbutlon (ARC) caiculated.6y the Plan _~ ~.

- actuary. Basetl upon th9 most recent ucWadai sWtly, re0rea
hAaithcara 6enetlts in the Poilce antl Fire Depadment Retirement
Plan aza onry 5M funded based an the FY 08.07 Pbfics &Fire
~opafimant Retirement Plan Comprohansive An~val Flnandal
Repotl.

EHecUVe Juna 28, 2008, fhe City and SJPOA have agreed to

' ~ lrensltlon from the currantputllal pro-funding of police raHrea
Healthcare benefits to toll pre-funding fhe Mnual Required

~ _ ~ Co~t~IbUtbn (ARC)over~perbd of Meyeers. Tho Plan's lnRlal
- unfunded rotiroa heaithca~e liabigty shall be'}utly amotiized over a

tl~rty year period so that It shall be paid by June 30, 2038.(dosad
amodlzalbn}

' ~ ~ .7hecash conid6uUon rato for plan mombars shell not haw an

~ .' IrwTemaMal Inaeasa df more than 7.25% d pansbrrable pay In

{ i eachflscal yoar and lho Clty cash contdbuUdn rete shalt not have

en Incremental Increase of more than 1.35% of pensionable pay In.

! j .. ~ . each Nscal yreu.

' it at any time the plan member cash contrl0ulbn rata exceeds

- 
~

70%of p6nelonable-pay or Ux+City ceeh cantrlbutiun rate wtcaeds

i i 17g'o o(panslonable pay_(excluding ImWlcit suhsldy), fha Clty and
the SJPOA shall meet and corder.on tww to addraae any retiree

' ', heallhcero contrlbuUorre a6ova 19°h of pe~ona6k pay forpian

~j
members or 11°h o(pens~onabla pay for the City. Such

~ ~ ~ dlscusslons will include aitamg8vas to reduce retires ltiealthcaro
C09~&. .,

Labor Management The Tentative Agreement Includes e provision Indica(Ing thaton or

Committee before September 7, ?Ab9, the Clty and SJPOAsheil esta6iish a

Tabor management committee to reseazch and consider

' ~ - approaches to mit~atl~ the cost of active employee and ratirae

' - hoakhaara benefits. Tha committee shall study Issues of plan

daetgn, co-pays and deductibleg, a second tlar for new

. ~ employees, and other cost mitigation strategies.

- ~AntiderroHSm Training Since 2oo2, employees rep`aso~od by the 5JPoA haw received

Pay. s 3%premium pay kr add Udnel7aining related to Police-hntl-

Terrorist 7actles. Elfecdue March 22; 2009,.tFe eadstlng Slo Mtl-
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Terrorist Tralning~Pay wlil be rolled into.6aeo pay. Employees
shall continue to mmplote the Pol(ce peparlmenPs annual Polioe
Anti-Terrorist Teclics Veining each year as a condlfbn of
employment. ~ - -

Hagday-in•Lieu Mosf Clty employees receNe 14 paW fiolldays, Fprmarry years, -
employees represented by the SJPOA~have received a promium
pey In Iieu of holiday bene0te, Ercgiloyeos era paiC an aBdltlonal
5.623% of pay as par! of the b}Weeldy paycheck regardless of
whether or not the employee works on a holiday.

Effoctive June 28; 2009 all dasslFlCalions repfesentad by the
POA shell receive a 5,823°5 special pay atlJuatmsnf In place of the
exlsBng 6:625%holiday-InAeu compensation. No additlonal
holldny compensailon shall be provided

Commencement of The curcent wntract proNdes thatfhe first meeting fo commence
Negotlatlons ~ negoUailons.fof a euccessaf agfeement will ha held no later then

hvenfy(20)calendardeys aftetfhe ¢ISy orthe SJPOA receives
_ . notice from fhe ether, which'may be any dato afte(Fabruary 28 of.
' the year 11i vJnieh tho curront wntrect terminates.

In order to provide eddltlonal limo for the negotiations, the
tentative agreement includes a change to this provision sa that

_ negotlaliona can tiegln.in January.

Cash Payment fir OveAlme WorkeQ

Empbyees receive ~overtlme compen5atign for houre worked beyond~lha designated wofir
podod, The City }rds negotiated contract provisions that allow for art employee fo receWe
compensatory pme In peu of cash ovedime. Compensatorydime Is ~addlUonai Ame oR of work
fha4can be iakan at a I9teP time, - - -

Slnce 1998, the contract between the City and the SJPOA has contained e provisbn that limits
the amounCOf overtime in a bl-weekly pay period 1hM can ba taken In cash h 8 maa1Mum of
three houre, The CAy has the dlacretlon to make cash overtime paymenls~for any bows worked
beyond the maximum of three houre, Further, thew ere cedein progrems apedlled In the
contract that are not subject to tFre maximum three Frour cash payment for overtime worked in a
pay pa[Iod. Employees In those programs receive cash payment for all authorized oyertlme that
iawofned In e pay paflod, even If such overtime exceeds ihrae Fwurs In e pay period. -

Unduthe cllrreN wntract, the outstanding amowf of accrued competisetary Time ovrod to an
employee shah not exceed 240 hours 6y the end of each calendar.year. in addldon, me city
may "buy tlown' compensatory lime under the provisions of the contrail; and ell overtime must
be paW In cash once en employee reaches a cotnpertsatory time balance o(460 hours,
It compensatory Nme is not taken as Ume oR or paid In cash before an employee leaves Cfly
service, any ~cc~ued compensafmy time must be paid Igcash ai the time the employee leaves
Clry eervlc~.. -

My payment of compensatory tlme is made stthe employee's pay rato of Ilme_ot payment or -
saparetlon from City servke, whichoften is higher then the pay rate aBeMlve when the overtime
was vrorkad. 'Itds Is due to wage Increases, salary step increases and promotions:
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j 6ubjwb Agreamcntwltp SJPOA atlEaEOplbn of appmptln0anatllne~oe amentlmanU In ih~Oane~¢I FUrd
peGe8N6

i ~ The TentaUv9 Agreement provides thaq ef(ecWe June ZB, 2009, iho amount of overtime for
whbh an employee oan elect to ba paid In cash shall increase from a maximum of )hree hours!. j to e maximum o(slx hours pef W~weekly pay period. Tho Inrsesse In'oVertime that an bmpioyeoF'can elect to have paid in cash Cs not an endtlemenl to averUme since any avedimo warkedmust
be appropriately euthodzed.

i
Cedaln Poilce Menatleinen~Classifkatl6ns In UNt99

The now egreoment wtth the SJPOA Includes ratling Irrta base pay the Anti-Terrorism Trefiing
~ ~ Pay and Hoilday-11rLlep pay. In addltlon, tl~e neq+ agreement Includes a 1.78%~aenaral wage,

Increase Irrlleu of an enhanoament to the curcent retlrement formula.

~ The incumbents in the Chief of Pollve and Assistant Chlef.of PaOce ciasslflcetlorts are not ~ ~ .
represented by the SJPOA. Those pos@ohs are unrepresented end are paH of th6 qty's
~cecullve Menagemeni (Unit 99). Both of these dasslticallons regelve similar premium pays
that members represented by th6 SJPOA receive. An anarysis will be conducted of Ue various
premium pays received by the Chief of Palioe and the Assistant Po11ce Chle(. Any changes tl~t
are recommended for these two classifloatlats shall be brought forvvard to the City Counc➢ In
con)unoAan wtth the rocommendatlons related to Unit 98 far 2009-2014.

EVALUATION ANO FOLLOW-UP

~ ~ Thenew oaMreG lndWeeaprovlsian that Ndkates tha~the City and Unlan have agreed to
research end wnslder approaches to millgating the cost to bath parties of aotMe empbyee and -
rati~oe healthcare boneflGs. This Labor-A7aaaBemont Commltteo shall begin on ar 6atore
septem6erL2009.. .. .

~' i
{ ~ PUBLIC OUTREACNANT.ERE$T

Critatte 1: Requlrea Couticll actkn on the use M public funds equal to $1 million ar
greater, (ftoqu(rad; Wabaffe Pcstlng)

i _ ❑ Grlterla 2: Adoppon of a new or reolsad policy that may have &npgoatlons fa publb
healgi, safety, quaury a sae, or flnanoleVeoonomic vltulHy of the City. (RegWred: Small

.. and Webslte Posting) -

❑ Criteria 3: Consideration of pfoposed changes to seMce delivery, programs, sterling that - -
_ may have Impacts to community servicoa and have 6aen identifled by ffiaB, Council ar a

' ~ '.COmmuMly BraW that requires special outreach. (Required; &mail, Webcite POSting,
i - ~ Community Meetings, Notice in appropriate nowspapera)

i ~ ~ -
Thls Item meets Cdfedon 1. This memorandum will be pasted on the Ciry's website far the
February 2G, 2009 Council Agenda,

COORDINATION

7'hls memorandum was coordlneted with the CHy Attorney's Office, end~the City ManeBers
. Budget OFftca.' .. - .
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f- eutibcF. Ap~aemontwAN9.1POp pnE atlepllen of epgary1a0anottllnen0e amenGronN In Uio6unatel Kuntl
Pngoeo(6

{ coarirt~pucnnoNs

i the ongWnp ipereas~ annual dkect cost of tha SJPOA agreement Is approximately $172
million krtho first full year of implemenlalion and approximately $4.5 million In the second year,
For the 2008-2008 fiscal year, dua to fhe effecdva tmplementaticn dates.ot the keyptovlslons of
the tentffiNe agreamarrt, the PdIce C7epadrcrenCa persronal ser4lces appropdetbn requires an
Increase of 510.8 mlYlon. These crosts do not hctude the currently unknown cost increases Por
heaithcare'for 9dive employees.

it is difficult to estimate the increased cash cost of providing employees the oppoAunity to tiled
' ~ cash payment for up to itiree addhtonAl hours bf ovedime per pay period since If Is di(flcuit fo
' - antldpala the mlmber of employees Wno will be authorized to work ~ha bvedlme end elaq to pe

- paid In cash forthat ovedlmo. The Increase in ovedlmoYhet an employee carralect to have paid
In cash Is not en enlmemeaN to ovedim4 since any overtime worked must 6e appropBetely
auNwivad. Such authodzagon for overtime will vary based on pu611c safely need8. Even
wei{Ime taken as compensatory lime is g I1a6111ry that must 6e peld.ln cash Ifthe employoe
does. not use the compensatory time. ThS chat of paying employees cash for overtime at the
lime the overtime is wogced Is ul8mately lower then the cash peymenis that vrould msutt In
Ntwe peyroufa. of accrued compenseJury lima. Cash payment of oveNme Is made at iha a~rrent

'tale of pay and not a potontiallyhigher rate of pay Ihet could rosWf because of general wage
increases, salary step Increases and pmmoFlons. Based upon a review of ovedime worked In

~ 7Ao8, the cash cost of'tbe Increase in the amoum of~hours lhei an employee can elect to Wke
as cash versus compensatory time Is esOmabd to 6a in the range d'$310 $4 million fn 208-

1 2070, Regular management of oveHtme costs Is necessary and expected et any Ume.
However, gWen Iha bity's fiscal siWatkn, the Police ~epedmenf will need to enhance Its
management of overtime In e atretaglo unQ closely monitored manner end authcelze bve~lme
only In Limped and necessary Wrcumstances. For 6udge(ary planning purpoaas,.ihe 2008.2010

_ Generel Funtl Forecast will IocAuda a $2 million Increase In the Police ~eparimenPS oveAlme~
- apoceQon. The actual oveAlme'expenditutes will be doaely rcroN[bred. . .

The Clty arwf employees repro"sonted by the SJPOA yrlll phase-in to Wliy fund the full Mnual
Required Contribution (ARC) over a five year period. fils will resvk In'a8 Incmmental Increase
of up to e 125No of pe~slonahle~ pay in each fiscal year for employees, and an Inoremental'
IncreaSe,o( up to 7.35% of penslona6le p~ in eeoh fiscal yeaf fob the City, This Is

- epproximeialy a $2.1 mtlllon cost to the Ciry )n 2W9-~70. Tha Plan's, initial unfunded retiree
-he~ifhcere IIablNty shall be fully amortized over a thidy year parbd ao that N shall tie paid by
June 30, 2038 (closed arciodlzallon).

.. ~ Alex Gurza
Olreclor of Empiayea Reiatbns -

_ Forquestlons please cooled Aiex aorta, DlrecloY of Employee Ralallons, at (408) 535.9150.
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City of San Jose

and

San Jose Police Officers' Association
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Service from a reciprocal agency may not be combined with the City service in
order to eam four (4%) percent per yeas

49.5 EffectiveJuly 4, 2006, the following employee paid plan changes will be in effect
fur ali employees represented by the organization;

49.5.1 Eliminatlon of the thirty (30)-day window for the redeposit of withdrawn
conhibutions, a~Iowing for redeposit at anytime for active employees.

- Total impact fo the plan to be paid by affected employee.

49.5.2 Elimination of [he thirty (30)-day windowfor the purchase of service
credit for previous Federated Retirement service credit, allowing for
purchase at any time for active employees. Total impact to the plan to
be paid by affected employee.

A9.5.3 Theability to .purchase service credit for time on unpaid leave of
absence. Total impaG to the plan to be paid by affected employee.

48.6 In lieu of an enhancement to the current retirement formula (2.5°/a of final
compensation per year for up to 20 years and A°k of final compensation per year
for 2130-years of service), effective June 29, 2008,employees in classifications
represented by the POA shall receive a 1.75% base pzy increase. The 1.75
base pay increase shall be added to the general wage inaease effective on June
29, 2008, and shall not be compounded.

ARTICLE 50 RETIREE HEALTHCARE FUNDING

50.1 The City and the Employee Organizatlon agree to transi8on from the current
partial pre-funding of poilce retiree medical and dental healthcare benefits
(referred to as the "policy method") to pre-funding of the full Annual Required
Conhibutlon (ARC)-Tor the.police retiree healthcare benefits plan ("Poan"). The
transition shall be accomplished by phasing into fully funding the ARC over a
period of five (5} years beginning June 28, 2009. The Plan's inigai unfunded
retiree healthcare liability shall be fu71y amortized over a thirty year period so that
it shall be paid by June 30, 2039 (closed amortization). Amortization of changes
in the unfunded retiree healthcare liability other than fhe initial retiree he2lthcare
liability (e.g. gains, losses, changes in actuarial assumptions, etc.) shall be
determined by fhe Plan's actuary. The City and Plan members (active
employees) shat! contribute to funding the ARC in the ratio currently provided.
under Section 3.36.575 (C) (1) and (2) of the San Jose Municipal Code.
Specif rally, contributions for retiree medical benefiCs shall be made by the Ciry
and members in the ratio of one-to-one. ConMbuBons for retiree dental benefits
shall be made by the City and members in the rafio of three-to-one. When
determining the contribution ratesior the: Ptan, the Plan actuary shall continue to
use the Entry Age Normal (EAN) actuarial cost method anda discount rate
bonsistent with the pre-funding policy fur the Plan as outlined in this Artide.
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502 The. City and the Employee Organization further agree that the Municipal Code
andlor applicable plan documents shall be amended in accordance with the
above agreement and that the Employee Organization will support such
amendments. _

50.3 It is understood that in-reaching this agreement, the parries have been informed
by cost estimates prepared by the Police and Fire Department Retirement Plan
Board's actuary, and that the actual contribuUOn rates to reach full pre-funding of

- - retiree healthcare will difiec The phase-in to the ARC shall be divided in five
steps (using a straight line method), each to be effective on the first pay period of
the City's fiscal year in each succeeding year: The first increment of the phase-in
shall be 8ffective on June 28, 2009. It is understood That because of changes
resulting from future actuarial valuations, the amount of each increase may vary
upward or downward. The Ciry and Employee Organization agree that the Plan
member cash contribution rate shall not have an incremental increase of more
than 125% of pensionable pay in each fiscal year and the City cash contribution
rate shall not have an incremental increase of more than 1.35% ofpensionable
pay in, each fiscal year. For example, if the members conVihution rate is 4°h of
pensionable pay, the subsequent Hscal year's conhibution ratefor retiree
healthcare cannot exceed 5.25% of pensionable pay.

50.4 ~ If, at any time the calculated Plan member cash retiree healthcare contribufions
exceed 10% of pensionable pay or the calculated City cash retiree healthcare
contributions exceed 11% of pensionable pay for the City (excluding implicit
subsidy), the parties shall meet and confer on how to address any retiree
healthcare conVibutions above 10°h of pensionable pay for Plan members or
11 °~ of pensionable payfor the Ciry in order to fund the full ARC. Such
discussions shall include alternatives to reduce retiree healthcare costs. Ifihe
parties are unable to agree on the manner in which to fully fund the retiree
healthcare ARC (contributions exceeding 10% of pensionable pay for Plan
members or 1 i°h of pensionable pay for the Ciry, excluding implidt subsidy),
applicable impasse dispute resolution procedures shall apply.

Nothing in this Article shall be construed to obligate Plan members to pay more
than 10°k of pensionable pay or the City to pay more than 11 °~ of pensionable
pay to fund retiree healthcare..

50.5 The City will establish a qualified Vust ("Trust's before June 28, 2009. If the Trust
can not be established before June 28, 2009, then the City will hold in a separate
reserve any required contributions over the policy method and then deposit, with
interest actually earned, into the Trust as soon as practical after the Trust is
established.
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5~.6 It is the objective of theparties that the Trust created pursuant to tl~is agreement
shall become the sole funding vehicle for Pdice retiree healthcare benefits,
subJect to any legal [estrictions under the current play, or other applicable iaw.

ARTICLE 51 MODIFICATION OF BARGAINING UNIT WORK

51.1 ~ City Attorney's OKce. Officers and Sergeants assigned to the Ciry Attorney's
OKce may be reassigned to the Police department but such positions will not be
civilianized.

512 For optimal resource management, the Qty, in its discretion, may add civilian
personnel to pertorm the work currently performed by sworn personnel provided
the following

512.1 The POA bargaining unit will not be reduced in number of positions as a
result of that actlon,

5122 The work is not normally associated with sworn Peace Officer status and
does not require a P.O.S.T. certificate. Examples of duties which are
normally associated with Peace Officer status include the following:

-criminal invesfigations .
-patrol-related functions
-emergency services
-community poliang
-training of sworn personnel on public ssfety-related issues
-processing of prisoners, and

51.2.3. The City conducts a meeting with the POA to discuss operatiaial impact
prior to making a final derision.

51.3 It is understood by the parties that Investigative Aides and Community Service
Officers are applicable to subsection 51.2.2 of this provision.

5'1.4 During the term of the 2006-10 agreement no more than fifteen (~5). sworn
posttlons will be "civilianized" in accoMance with subsection 51.2. My further
civilianizatlon, as defined by this section, would be subject to the meet and confer
process at the expiratlon of this MOA.

51.5 The parties wiB evaluate the effects and success of subsections 51.2-51.4 at the
end of this agreement. Agreed upon modificafions, if any, shall be included in
the following agreement
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THIS AGftEEMEN7 executed on the 24th day of January, 2009 between the C(ty of
San Jose and the San Jose Police Officers' Association, in WITNESS thereof, the
appropriate representative if the parties have axed their signature thereto.

For the City of San Jose:

l.d~
Debra--F~gon
Clty Manager

ii!" "" "~""~'"
Alex Gurza
Director of Employee Relations

Aracely Roder gUez
Senior Executive Analyst

For the San Jose
Police OKcere' Association:

Je is efts -̂--
Chief Financial Officer

V~ . J~R1
Robert St. Amour
Director

John7JYJ, ian
Gene~o ssei
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SUPPt.EMEI~TAL COI7NCILAGENDA:O6-09-09
TTL~M: 3.6

S~vJosE Memorandum
CAnRAL OF 51I1WN YAiLeY

TO: HONORABLE MAYOR AiJD FROM: Alex Gurza
- CITY COUNCIL

SUBJECT: SEE BELOW DATE: June 1, 2009

SUBJECT. TERlI25"6F CINS LAST, BEST, FINAL OFFER TO OPERATING ENGINEERS,
LOCAL NO.3

COUNCIL DISTRICT: N/A
SNI AREA; N!A

SUPPLEMENTAL MEMO

REASON FOR SUPPLEMENTAL

Basedon new information, this memorandum supplernants the memorandum dated May 21,
2009. On May 28; 2009, tha City feceived trotificaHon hom Operating Engineers, Local No. 3
that they wllfbe taking the City's Last, Best, Flnal OHerto a vgte of the members. Therefore,
the Counal action either needs to be implementation or approval of the agreement in the event
the membership votes to accept the City's Last, Best, Final Offer.

In addition, OE#3 raised conoems about one provision under Article 27, Reflree Healthcare, In
the City's Last, Best, Final Offer That has been in the City's proposals since March 19, 2008.
This provision under Section 27.6 provides: "The Union hereby waives any potential right to
meet aM mnfer over reUtee healthcare benefits fortuWre hires.' If OE#3 had agreed to the
Citys Last, best, Final Offer, this provision would have been a pad of the agreement. However,
there was no intention to uNiateraily Implercrent that provision and It was not mentioned in the
summary of terms in the Council memo dated May 21, 20A9. However, fo avoid any
misunderstanding, we have removed it item the City's Last, Best, FinalAtfer and sent It to
OE#3 on June 1, 2009, which Is aBached. - -

A. Adopt a resolution approving an agreement of the terma of the Citys Last, Best, Final
Offer, as described in the memorandum dated May 21, 209 and this memorarMum,
between the City and Operating Engineers, local No. 3, and authorizing the City
Manager ro execute the agreement, effective June 28, 200.9.

B. In the aliemative, in tyre absence of an agreement, adopt 2 resolu9on approving the
implementation of the-terms, as deseribad In the memorandum dated May 21, 20D9
end this memorandum, for employees represented 6y pperating Engineers, Loca! No.
3, effective June 28, 2008.
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HONORHBLE MAYOR AND CIN COUNCIL
Jum 1.2008

.~ SupA~emanLt Memo
SubJeM: Terms of Cltye Las4 Bve4 Final Offer m Oporating Englnea~s, Locel No.9
Page 2 of 2

_'~ OUTCOME

,I Adoption of aresolullon approving an a8reemem of the terrns of the Citys Last, Bast, Final
Offer, as described in the memorandum dated May 21; 2009 and th(s memorandum, behveen
tha City of San Jose and Operating Engineers, Local No. 3, and authorizing the City Manager fo

- execute the agreement; effective June 28, 2009. In the alterns6ve, in fhe absence of an
j agreemerR, the adoption of a resolution to implement tha Terms of the Citgs Last, Best, Flnal

Offer,as tlescrlbed in the memorandum dated May 21, 2009 and this memorandum.
Implementation of terms does not result in Implementat(on of a Memorandum of P~greement
(MOA).

~—'
Alex Gurca
Director of Employee Relations

For questions please contact Aleac Gurza, Olredor of~Empioyee Relations, at (408)-535.8150.
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~CIC~1'O~A T3~

JI]1 ~t ~~sE' Ofj~re of tAe City Manager
GPITAC OP SII1CpN UALL9Y 

PMPIAIBB T[ON9

Vla Emeil, Fax, U.S. Mal{ and Hand Delivery

June 1,2009 _

Blil Pope
'. Buslness.Agent, Operatlng Engineers Local No. 3

1854 Tha Alameda, Sulfe 110
San Jose, CA 9512G

RE: Last, Best, FIna1 pffer

Dear BiIL'

.. On May 14, 2009, we sent yoti a tatter encbsing the City's Last, Best, FM~aI Otfer. In

that fetter, we acknowledged receipt of yaurlatter dated May 12, 2009, that indicateda

desire to meet as provided for In SecBon 23(b) of the Citys Employer-Emptoyea

Relations resolution. We advised you of ourintent to take the Last, Best, Final Offer for

Council approval In early Juna and that, therefgre, ltwas Important to meet soon. We

:~ ~ asked that you please Iet us know your earHesf sva~abHity to meet.

~~ On May 18, 2g08, we followed up when we did not hear beck from you about

:~ sahedufing a meeting. You responded on May 18, 2009, stating that you would be In

contact with us once youreceived direction from your members. On May 26, 2008, we

still had not heard back from you, and we advised yw of our Intent to place the Item on

the June 9, 2008, City Counoil agenda. On May 27, 2009, we sent you a copy of the

Council memo. -

We received an errwllfrom you on May 28, 2009, indicating thet at the OE#3 General

Membership maeling held tFre preWOUS night, the members In aflendence
overwhelmingly gave the Negotiating team dfrecNon to take the City's Last, Best, Final

Offer to the rest of membership to vote. Your ema1l Mdlcated that you would Iike to

accomplish the vote over the next week and requested our office's aesistanoe in
facilitating getting this accomplished. We era glad to be of assistance, and our office
has been In contactwUh you, We understand that the voting wip occur over several

meetings beginning on Wednesday, June 3, 2009.

We hope the OE#3 membership will vote M accept the City's Last, Best, Final Offer.
However, on May 29; 2009, we received a fax of an Unfair Practice Chargethat OEN3
has flied with the Pubis Employment Relations BoaN. The City will be carefupy

reviewing the Charge and responding aocordingly.

200 73eaf 3ente Clure 5teeel, Sen 7os8, CA 95113 [el (408) Si5-6159 frtx (SOS) 292-6436 www.am~jaswn.gov
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Last, eee6 Flnel Offer
June 1, 2aoB .
Page t of t

We noted that one Item OE#3 (s raising k the provlslon that states, "The Union hereby
waives any potential fight to meet and confer over retiree healthcare benefits for future --
hiras." This provision has been ~n the Citya proposals slrwe the proposal presented to
OE#3 on March 19, 2009. Our proposaPregaMing the negotlabilfty of futwe employee's
retiree medical bents wes e response io comments made by you at the bargaining

j table, and OE#3 gave no indica4nn that they were not In agreement with that language:

The Clty has no plans io unilateratly implement (anguege regarding the negoHebllity of
retiree hearihcare benefits forfuture hlfes, in addition, to avoid any miaunderstandirigs,
the Olry hereby withdrewa secdon 27.8 of the Ratlree Healthcare podlon of our Last,
Best, Final Offer. (ReVlsad proposal encloaed.)~ Please note tltat the only chanB~ to
the Last, Best, Final Offer attached is the removal of this provision.

Wa look tonvard to hearing back from OE#3 regaMtng the results of the membership's
- raNflcetlon vote prior to the Gity Council's action on June 9, 2008, fo implement our Last,

Best, Flnel Offer

- Sincerely,

~~
Alex Gurza
D'vactor otEmployee Reiallons

i Enclosure

{ c: Olna ~onnaily, Deputy Director b( ~mpbyee ReYatlons

~ When entl H~he Clry decides b pureW dlHereM retiree healNcore berieflta fotNWta hhas, Wo WIII provide OEN3
vAlh edvarme noilca so that we can diecuee any applicable bargaining obllgelbne al ihal time.
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2008 OE#3 NEGOTIATIONS
~! ~ - CITY LAS7, BEST, FINAL OFFER

' - One year, effecgve tha beginnin8 ~ the first full pay period following ratification by the OE#3
~ _ Membership end approval by the City Council

Clty of Sen Joea
June 1, 2008
Page 1 M 1
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3.5 Health Insurance

5.5.1

€f{ective-t#fe-beglpA~n@~f'flaY'padB~-B
HaY~ra~t~etY~e~eer+F(s9W et-prioac4g4aeYua
e~emR~aYae~end-66apepAest~severaee~en
She~reiniu gaurr~et~eae-Iau~xl7eA-f$M18B}~sp
n~E~l~a—I~tge-efgglByaas-ter+-~ereeAt len
e%~ee e1-tg9NNtiFae~61{y
emp~eyeaseleste-a-q~ap-enter-ip~aMlae~~awect-6Aee~q~ap~ at~Y+3ddI11eAal~emeu~f
re~u~re Me~~ustef3H9-0~ves~se~-flan-sAaN
de-Hel9-fa WY-4~eemp~eYae,

EffecfWe the beglnNng of pay parlod eAe-flkeen (t~ of payroll calendar year 298@x,
tha Gty shall pay ninety (80 h) of tha full premium cast of the lowed priced plan for
employee orempb}ree and dependant coverage, and the em~oyee will pay tan parcenl
(10ga) of the premium krthe lowest priced-plan.{or the emolovea or fa emalovee and

the lowest

6,63 Effective JuW 1.2009 covsva for all available HMO oiens shall pa as follows:

6.6_3 The Benefits Review Forum represenMNves mey evaluate and recommend appropdale changes
In the Health Irreurence, Dental, and OdhodoMlc coverage, subject fo ~woval by the qM and
retlficaflon by the employee organlzailon,

Ctty M San Jose
June i, 2008
Page 1 of 1
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2p09 CITY OF SAN JOSE — OE#3 NEGOTIATIONS
.LAST, BEST, FINAf.OFFER

i

Proposed Language

ARTICLE 28 DISCfPL1N8

Disdpiinary eclian le tleMed as dLsmlesai, demotion and -suspension. In addlNon, the appoin4ng
authority may reduce an empbyee's salary step. The salary may be redueed to rw lower Ihan step one
of the tiva-step salary rnnBe, and the term bt the salary reduction will be specl8ed Y~ the notles of
Intended discipline. The salary may be reduced either fo(a speGtiedperbd o(tfrcre br unUi llie condition
which eauead the salary reduGion has been cwiected, The employee may appeal this action to the
Civil Service Commkabn accoMl~ to the same rules as apply to other formal dlscipl~nary appeals,

The CIty has a policy of progresal+re dlsolpilne. Olsclpllne le Intended to be corrective whenever poeslble.
DlsGptlne will be IMtleted pursuant to the 9u~de0nes ouUlned in the City of San Jose Discipline Training
Handbook. When the need tot' disciplinary aeGon arises, disciplinary action will be iaken commerwurate wish
the sarlousness W the offense.

The Clty recagnhea the placess of timely, tair and aonsislant dlscippnary adlana i~ a key farkor In maintaining
positive employer-employee retatbns. It Is In the Interests of both palt[ea to have ellegaUons of misconduct
Investigated In a thorough and tlmsly tashWn.

The appesi process fm arty dlscipilnary xtlan shall coM4nue to be onty those In sNect at the 8me of tl~e
execution of ibis agreement

~~ When an employee Is being interviewed and the employee reasonably believes Ihet the Invesilgatlan Is Okely to
result in disclp6nery acflan, the employee hoe the right 7o request to have a union representative present during

! the invesligativa Interview.

'. Na provisions of this AA~Ie 2@-shall be subject to the grievance procedures of Ihia egreetpenV{~reement~he
aoueal nrocesa for env discioilnary action aMall oniv ba those described In the San Jose Mu~dnal Cade end
Cltv of 3en Jose Dlecloilna PoNCy In the Clty~olicv Manual and are rwl sublect to aocea~ through the adevance
procedure of this Aq~eg ant

a

GIty W San Jose
Jug 1, 2008
Page 1 of 1
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2009 CITY OF SAN JOSE — OE#3 NEGOTIATIONS -
LA3T, BFST, FINAL OFFER

- ARTICLE 27 RETIREE HEALTHCARE
_. (Current Article 27 and subsequent artidea to be re-ttumberedl

i

Clry of Sen Jose
Junn 1, 20DB
Pape 1 0} 2
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2008 CITY OF SAN J038 — OE#S NEGOTIATIONS
LAST, BEST, PINAI, OFFER -

Tn1s1 ie not esta611shed prior to reaching the IRS Iimitatton fhe nartiea aoree to,rr..~eet a~
discuss altema8ve (undinq vehidea

CNy of Sen Josa
JUIre 1, 2008
Page 2 012
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RD:SSH - ~ RES NO74988

5Y27/2009

RESOLUTION N0.74988

A RESOLUTION OF 7HE COUNCiI OF THE CITY OF SAN JOSS

APPROVING [MPLEMENTA710N OF THE TERMS CONTAINED
IN THE CITY'S LAST, ~ 8EST, FINA4 OFFER TO THE ~-
OPERATING ENGINEERS, 40CAL NO. 3, EFFECTIVE JUNE 29,

2009

BE IT RESOLVED BY THE CITY COUNCIL OP THE CITY OF SAN JOSS:

1. That the implementation of the City of San Josh's Last, Best, Final Offer to Operating

Engineers, Local No. 3 is'hereby approved. The City Manager is hereby authorized to

implement the City of San Jose's Last, Best, f-final Offer to Operating Engineers, Local
No. 3, effective June 28, 2009.

2. The terms of the Cify of San JosA's Last, Best, Flnal Offer to 6perafing Engineers,

Local No. 3 are set out and described in the Memorandum to the Mayor and City

Council dated May 21, 2009,'from the director of Employee Relations an8 attached as

Attachment A ar~d incorporated in this Resolution.

ADOPTED this 16th day of June, 2009, by the following vote:

AYES: CHIRCO; CHU, CONSTANT, LICCARDO, OLIVERIO,
PYLE;REED.

NOES: CAMPOS,HERRERA,KALRA.

ABSENT: NGUYEN:

DISQUALIFIED: NONE.

ATTEST: 
~~ {VI ~-

LEE PRICE, MMC
City Clerk

T-1]9061 S59B84 tloc
Coundl Agenda: 6-9-09
Item NO.: &12U

t

~~
CHUCK REED
Mayor
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COONCIL AGENDA: 10l26/1~
TTEM: 3.3

~ cm of

SANJosE 1Vlemorandum
G4fTTL OP SiIICAN V~IIEY ~ - '

TO: HONORABLE MAYOR I+ROMI: Debra Figone
AND C[TY COUNCIL

SUBJECT: Suspension ofSRBR Paymcnts- DATE: October 22, 2010

- COfJNCIL DISTRICT: Ci -Wide
- SNI AREA: N/A

- RECOn4NfENDATION

It is recommended that the City Council direct the City Attorney to draft a~ ordinance amending
the Municipal Code to provide that no distribution will be made from the rIXirement plans'
Supplemental Retiree Benefit 2eserves {SRBRjduring Fiscal Year 2010-2014.

OUTCOME

Approval of [he recommendation will temporarily suspend Supplemwtal Re[irce IId~efit
Reserve payments from [he CiTy's Police &Fire DeparhneM RefiremCnt Plan and [he Federated
City Employees' Retirement System.

EXECUTIVE SLJMMAI2Y

On October 2Q 201 Q, the Rules and Open Government Committee approved to agendize for the
October 26; 2010, City Council mce[ing, discussion and action to amend the Municipal Code to
temporarliy suspend bonus payments fmm the retirement plans' Supplemental Retiree Benefit

_ Reserves (SRBR).

The Police-and I''ae Deparknent Retirement Plan and the Federated City 8mptoyees' Retirement
System each leave a Supplemental ReUree:Denefit Reserve (SRBR) that provides a supplemental
"13~' check" benefit under certain conditions as specified in the Municipal Code. The t3~' pay is
in addition to the monthly pension payments, disability and survivor benefits, amwal 3%fixed
cost of living adjustment (COLA) and rel'vee healthcare benefits eligible reCvees receive.' Sased
on the SRBR distribution provisions werently specified in the Code, it is anticipated that there
will be a distribution of payments to retirees from both SRBRs later this yeaz or early in 2011.

As ofJune 30, 2009, theplans' unfunded liabilities for pension benefits totaled $1.1 billion. In
addition, the plans had a $1.4 billion unfunded liability for other post employd~ent benefits
(OPE$). OPED benefitr include retiree healthcare benefits. Regardless af[he unfunded liability.
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HpN01tA6LH MAYOA AND CITY CO[1NCIf:
Oc[oba 22, 2010
Subject: Susprnsion of SRBA payments
Pnge 2 of 7

in each plan, the SRBR can Brill result in the distribution of SRBR payments{I3'^~check) to
retirees:-

In recognition of the significant cost implications of pension and retiree healthcare and the -
imponance ofretirement reform tothe long-term sustainability and availability of retirement
benefits for City employees, the City has ceconvenedthe General Fund Structure( Deficit
Elimination Plan (GFSDEP)Stakeholder Group. This group is charged with providing input to
the City Council regarding major considerations and concerns with the existing retirement
systems and priority elements ftir reform. In addition, the City will be commeficing negotiations
with the majority ofthe bargaining groups in 2011 W discuss fhe issue of retirement reform

Due to the plans' significant unfunded liabilities, it is recommended that the SRBR dish'ibutions
be suspended while retirement reForm discussions continue.

BACKGROUND

On OUOber 20, 2010, the Rules and Open.Govemment Committee 8pproved [o agendue for the
October 26, 2010, City Council meeting discussion and action to amend the Municipa(Code to
temporarily suspend bonus payments from the retirement plans' Supplemental Retiree Benefi[
Reserves (SRBR). This memorandum is intended to provide additional background intortnation
on the ptogwam.

Federo(ed City Employees' Re[iremenlSysrem

In 1986, the City Council established the Supptementab Retiree Benefit Reserve (SRBR) in the
- Federated Ciry Employees' Retirement System to allocate investment income earned by

retirement fund assets that exceeds expecteA reWrns [o an account that would fund new, or
supplemental, benefits far retirees. The SRBR was patterned on State legislation that had been
adopted in (983 to~permit certain counties to do the same.

The Municipal Code sets forth a methodology for allocating fwiding to the SI2BR but does not
set forth a methodology for dish'ibuting the money in the SRBR to [he Federated retirecF~.
{Attachment A) Li 2003, [he City Council adopted a Resolution establishing die curter[
dishibu[ion methodolo~y.~ (Attachment B)

Police and Fire Deparhnent Re[irrmen! Plan

In 2001, the Cily Council adopted an ordinance establishing an SRDR program within the Police
and Fire Aepa[tmwt Retirement Plan ~ (Attachment C)

In 2002, (tie Council adopted a Resolution approving the methodology for distribution of moseys
from the Police and Fire SRBR to allretired members and survivors. (Attachmcrt Dj

~ San Jose Mmicipul Code ScMio~ 3253406
' Resolution No. 7(870 -
'San Josc Municipal Code Scdion 336.580
' RewluLion NO.70522

GURZA000698



}[ONORA9I,E MAYOR AND CITY CpUNCIL
Ocwber 22, 7AI0
Subject Suspensiop ofSRBR payments
Page l of 7

DislrrbuNon Methodology

The distribution methodology-Por each plan is memorialized in Resolutions 71870 and 70822.
Under the Federated disuibuGon methodology, all retired members and survivors receive a
disbursement when the plans' investment reNms exceed expected retwns. Under the Police and
Lire disMbution methodology, all retired members and survivors-receive a disbu~'sement, so bng
as the SRE3R principal balance would na be reduced by flie distribu[ion. Forbarh plans, the
criteria far determining [he payment amount is based on a "poinC'system. Retirees receive
points based on years of service; numbw of years refired and final average salary. Under this
me[hodobgy, the largest payments are made to retirees that have been retired [lie bngest and
have rendered the longest service to the City.

R¢[irement Benerts

'fhe City's two retirement systems provide defined retirement beneCts m eligible anployees.
Both. refirenten[ Mans use ~nvesimcnt income and.employer and employee contributions fo
provide eligible retirees with pensions based on years of service and highest average-annual
salary. The plans also provide a 3%g~eranteed annual cos[ of living adjustment for all retirees,
retiree heallhcare benefits, survivor benefits, and permanent disability benefits [o eligible
members and beneficiaries.

3%COLA

The COLA benefit was Ghanged~ ro a guaranteed 3 %COLA in 2002 in the Police and Fire.
Department Refirement Plan and in 2006 for the Federated City Employees' Red/ement System.
The 3%COLA is guaranteed ro all retirees in the plans every yeay regardless of il~e actual
change in Lhe consumer price index. Therefore, when inflation is less than 3% the ie[irees will
con~inuc to receive an annual 3% inG'ease in their pension. Tlie 3%COLA is in addition to die
S2BR (13'" Bieck)

Liabilities and Funding Status

The difference belweenthe-pension liability and the value.of plan asseYS is called the unfunded
- liability. The wifunded liability is calculated two ways: (t) based on the market value of assets,

and (2) based on the actuarial value ofassets.

Tfie curcen[ unfunded liability under b~arh cniculations is detailed below.

s a' ~ R~1t~44 °~ ~~ ~.uTR"
?r"y4a,~ z~ ~l J,4SJ~1.,~,~}~..F itie (i i f 1. I~[~ 1` 7Y 5.!(~R~„a` c 

tt~c~~~.,t ~ rt~ sx;~
1~ y r ~w~'`M.k."wY2.

~ 1 i

1 ~ ~

2 ~ 4 F
1~. :,;,,fir ~~~'-.= iieea4'8~I'Sre, a:

r ~ ̀ =Total ~,.
Market Value $Q76~14on $O76illion ($1.46illion~

~Acmarial Value $076~II~on ~$076illion ~-$1.4 billion -~
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The San Jose Municipal Code provides that the City is responsible for 1~0%bfthe unfunded
liability for the pension benefit -

-As a result ofthis significant unfunded liability, funding ratios for both plans have talien
significantly:

~nx. ;-Pens~an ~C~ns`f; ~~~e~ieratrxTx~sY~ ~ P,ol i~~.a ire
~ Market Value ofAssets ~ 55Y 66%__
LAcmarial Value of Assets ~ 71% - 87%~

~ ~ x.

~Market Value of Assets ~ 11%
~~

~ ~o/
~ AcNarial Value of Assets ~ 11°h ~"~

Retirement Reform

In recognition of the significant cost implications of pension and retiree healthcare and the
impakance bf retirement reform to the long-term sus[ainabiliTy and availabiliTy of retirement
benefits for City employees, the City has iecanvened the General Pund Stnictural Deficit
Elimination Plan (GFSDEP) StakeHoldu Group. This groap is charged with providing input to
the CiTy Council regarcling major consideraUOns and concerns with the existing retiremert
systems and priority elements for reform. The Stakeholder Group is expected io provide a
summary to the City Council in November 2010.

ANALYSIS -

The SRBR in each retirement plan wxs established based on the concept that when the two
refirement plays have °excess" eat7tings a portion of these "eaccess" earnings are used-to provide
a Cund £or additional benefits to retirees. 77te Police and Fve Department Retirement Plan
assumes sn 8%rate ofret~m and the Federated City Employees' Ite6rement System assumes a
7.75% retvm. When the plans actual investment retwns exceed the expected returns, a portion of
these "excess earnings" is hansferred into the SRIIR,

However, the Boatel's acNaries have numerous atssumptions including economic and non- -
economic Factors such as salary growth, expected retirements; and moRality rates. V✓hen [he
Plans do not meet these assumptions, i[ results in an unfunded liability. As previously indicated,
the City, and ultimately faxp~ycrs are responsible for I00% of any unfunded pension liability.
This is also the case when the investment returns do not meet the assumed rate of return adopted
by [he boards. The City has been expeTiertcing significant increases in retirement wntribirtions.
This is due to investment losses in prior years, granting of retroactive beaefrt enhancements and
the assumptions used by the plans' actuaries to calculate liabilities and contributions rites not
holding [me. According to [he City ManageC's Office's Five-Yeaz Economic Pomcast noel
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Revenut Projections for (he General.Fund.and Capit8l Improvement Program future rates are

expected to rise to around 75°/ of payroll foe Police and Fire and more than 45 percent for

Federatetl, causing the projected annual retiiement conhibution paid out bf the City's General

Pund to be more than $270 million iu Fiscal Year 2914-1 S~ - - -

The Ptans' had inves[mrnt returns for Fiscal Year 2009-2010 that exceeded [he assumed rate of

return for each plan. As z result, it is anticipated that SRBR distributions will be made to retirees

even though the Plans have asignificant unfunded liability. Tlie Collowing chart provides the

balance iu the SRBR as ofJune 30, 2009:

f .

Federated $19.78 Million

Police & Fue I $323 Million

It is estimated that roughly $1.6 million could be available for Ais[ribution to retirees in the
Pedereted plan and at least $700,000 could be available for distribution Sn [he Police and Fire
Plan. The Department oPRetirement Srsvices has indicated that this preliminary information
will be provided to the Retirement Boazds in November 20 t 0, and that a declaration oEexcess
earnings could be approved by llie Retirement Boards as soon as audited fina~iai statements arc
(eeeived. Under tk~e Municipal Code and tLe curtest SRI3R disMibution resolutions, distributions
aubmaticaliy occur alter the Boards' declaration of "excess" earnings. _

-The SRBA "13°i check" is above and beyond the monthly pension benefit retirees receive..
Retirees receive a monthly pension.check and a 3%guaranteed cost of living incrcaseeach year.
In addition, eligible rctifces receive IifeVme retiree healthcare benefits.

The foQowing chart provides [he average annual pension received by retirees Corcach plan s

Y: ~ it £E ~ ~, a a , .,~.,.
en sYc ~ s cy, ~_ , *per

r F x r i x'~ hzu!5 t h r YICJn ~i?t

x~.

^~'usfi;~~^F 3V~Wi'~$~ h'

~~ ~ AU. '> > 3M,m~:3a ir~ F" /r izw`d~.. ~'" {~`~~~'~IIC~~'~IliGa
y ~ ~ 4 -. ~ ~ i ~ x §~ ?k

x a~~L`~4L~!!42f~1 _.~S_al'V1Ci` - •_

Last 5 Years $41,30228 $3.548.51 $44 850.79 58.50 21.09
Last 10 Yeazs $39,161.78' $1,212.33 $44,374.10 58.44 - 21:13
Last IS Years $36659.SQ $G,118.16 $42,777.66 58.37 20.78
%s r r t [~1u ~ ̀=~

' PWerated: Uata includes approved retirements as of Tune 10.20 0. Excludes Defetted VesteA and oisabiliry
RWremenis [hat do not mce[ the Service Retitemrnt Eligibility Rcquimmcnts (55 yrs ald with 5 years ofservice or

3Q yea(s of xwice at any aye)
Police xnd Fice: Daza includes approved re~irennent az oflune 3, 2010. ExGUdes Deferted Ves2d and Disability
Retirements that do sat meet the Service Retirement Hligibifity Requirements (50 yrs old with 25 years ofservice,
55 yrs old with 20 years of scrviceor 30 years ofservice at znyage)
~ Does not incWde the value of Retiree Healthcarebenefits. -
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~j.~~ ~ AVR. afii~~'N5 fL4~' '; a~44, Yera8 (~q"
~p gyred 'k ~~'~ rTiy9~''~ a5B +~'

~~4~''
T~'~~a• ~~~lbtai' t ~t~ ~ t~StiCv z r ~0 .emu. ~ ~,

~sict.~
$~rt4'I~nf

+~
`..'~i~ .,x w~ a'~_ —

'~ 
~.-zs.km~' .3:"~1~euEik~~r ~ce

~ 27.97Last 5 Years $96,884.63 $7 D39.94 $103 97A.57 55.01
Last t0Years-- $89,508.69 512187.86 -$101,696.55 .54.95 28.29
Last iS Years $80283.78 $14995.54 $95279.33 54.76 ~ 28.31

Due to the rising increases in reti~mcnt costs; the City is cunentiy engaged in retirement reform
effoRS. It i6 recommended that the CiTy Council suspend distribution of payments 7rom fhe
SRBR until fuRher discussions regarding retirement reform continue and the City COUncil takes
action on retimment reform. As part of the discussions, [he issue of the SRBR program can be
discussed. CurzenNy the General Fund Slruclural Deficit &limina[ion Pinn (G~SD&P)
SFakehoider Group is-having discussions on tha CiTy's R~efirement Plans and will be providi~
considern5ons arui input to the City Counci] in November 2010. Negotiations witl~-the majority
of the bargaining grwps will wmmence inearly 201 I and the issue of ietiremcn[ reform wilt tie
d'ucussed.

EVALUATION AND FOLLOW-UP

Approval of Me Ciry Adminishation rewmmenda[iomfo suspend distribupion of payments from
the SRBR would require an ordinance to zmend the San Jose Municipal Code. Ordinances
amending the Sart lose MunicipaLGode would be prepared 6y the City Attorney's Office, in
coordination with the City Manager's~O~ce. Such ordinances would be placed on a futuee City
Couneilagenda for approval and adoption:

PUBLIC OUTRCACH/IIVTEREST

❑ Criterion 1: Requires Council acfibn onthe use ofpublic funds equal to $1 million or
greater..
(Required; Website Posting) - -

❑ Criterion 2: Adoption of a new or revised policy [hat may have implications for public
health, safety, quality of life, or financiaVewnomicvitality ofthe City. (Ateq wired: G
mail and Webstte Postinp~

❑ Criterion 3: Consideration ofproposed changes to service delivery, programs, statFng
Iha[ may have impacts to com~ttuniry scr~icrs and have been idenlificd by staff, Cquncit or
a Community group fMat requires special outreach. (Required: E-mail, Website Postins,
Community Mcetiogs, Notice in appropriate newspapers)

This report will be posted on the internal and ampy will be sent to the bargaining unit
representatives and tt~e retiree associations as soon as [he memo has bcen distributed.
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COORDINATIQN

Tfiis memo has been coordinated with fhe Giry Attorney's nf&ce.

CE

Not a project. q

~Z4Zi'Je•.-

- ~ - Debra Figon
. City Mmager

For questions please wntact Alex ~urca; Director of Empioyw Relations, at 535<8155.

AilaclunentA: Sen 7aseMunicipal Code Sactlan3283495
AtlaGuuan[II; RagalutionNo. 71870
AttscNnen[ C 'San7ase Municipal Code Section 336.580
Almcfiment A: ResolulionNo. 70872
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I+cHcrafcd City Employees' Retirement System

than ox equal tozero, the boazd 6y vmtten resotution sViall declare t}~at there are no

excesg earnings and shell adjust thegenecal reserve to reflect any negative balance in

the income aceoiu~t, so~that the balance in the income account is zero as of the

beginning.of each fiscal year. _ _

&. Distributionsfiom the supplanental retiree benefittescrvc

t. The supplemenlai retiree 6cnefit reserve shall be used onty far the batefit of retired
members, sucviwrs of members, and survivors of redizd members. _ ,

2. Upon the request of the city council or on ils ownmotioq fhe board may make
recommendatlons to~the city council regazding the distribution, ifnny, affhe
supplemental re(ieee benefit mserve to refired membees, survivors of members, and
survivors of re5red memtiers. The city council, atier cunsideraHon oPthe
tecammendaGon. of the board, shall de[ecminc the distribulian; If soy, of the
supplemental retiree benefit reserve to said persons.

(Prior code § 2904.1103; Ords. 20596, 22263; 224SG, 23687, 25092, 27436.) -

eeso s oes
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RJQ:SD'sdv -. - Y * 'Res Na, 77070 .,~~.~-.~
'- 1'1/18103 ~ ~ - -_c:. ~Z~

.. RESOI:~' Q h -71870 ; "a v~

ARESOLU7tON OF T~ LOFt FSAN >
.lOS~ fWPROViN6 ,.. 9 O~OL6 - I~SIt THE ~, -t

-- OISTR4$U710N OF MONEY .-7NE SUppLEMENTAI ':" 'k g ;s
RETIREE BENCFI7 RE9ERVE~ ~ THE FEtlERATEQ CITY

. - EMF'LC~YEES RE71R@MENT FITt'fp ~ .

WHEREAS, pursuant w Section, 28 L a(tho Sen JosB MunlcipafCodo Iha

Board of Adm~nistratlon far lho F9dara G~ ~~ployoes tlYr~m,nnf Sysie -(the ~.

~aard°) itas astabllehpd the Suppl~ivi e Benofl ~rve (Ihe SRb ~") In a
1"ederateci Cily Employer3s RaUremanE' nd, ~j `5 s"

WHEREAS, Section 330.340 D 1. proV ties Uiat distrjbulfons Erom tho SRBR '~"
shall ho mach only ipr ih~ beiwFit of rotund memtmr~, survivors of matnUerS, aoU
-~urvivuis of retire<i)nombars ofthe Fedaiated~~ Jfy:~mpioyees Retirotnemt Syskum (ihe
"Sysfam"); and ~ -. ,F

VYHEftEAS, Sec(lott 3 28 340 D i~TU ~provldes~ptFl~~6oard shA(I~hiake~
. dl<trlbvUons in accdreianae w11h a meF~ol "commen by tho Board and g ~'
.approved Uy the Cify Cuvncll; and - ' ~ ~ - ~ ~ -

WhIEREAS, the Board nas devo~oped a methodology for calwiating tho amount
oP dis~ribuiions from the SROR and has roeommecMetl Cily Council approval of said - -

mothodalo9Y. ~ - -
4y

NOW, TNE72C~ORE, BE IT.RESOL PJ BY THE COUNCIL OT THE CITY OF.. SAN JOSh`: :. ,n. w<,'.~ g;.. r

SECTION t. The Cit Council he av "2 .., s;. ~~y y ppF~oves the molhodolagy For tho dlgtrUugon
of moneys from the Supplemental Retlree Oenofns Reserve of the FcNle;aled Cily
Employees Retirement Fund recommondetl 6y fhe 6oarc1 ai~tl doccdbed in thla
hosalution. -

5ECTION 2. Thos approval shell ain 1g;t- act until s'~ch ilmo as lho Board
recommends a subsequent rtrethodolo~y andCho Coundi 2dopfs a resolution approving
the subsequent methodology.

-1-
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~RJD:SD:sdv ~ ~ Res. No. X1870
-. 11/1D/03 -

SECTION 3. Totz~I.ASga~ OlsttitiUklon• ~ ~ . - ~~
A: -7ha Total Mrual.DlstriUutlun for catundar year 20Q3 s~ha~I4o.On~Milllon DdlFirs,

- (31.000,OOO1.

p. Tnr~ Total Annual Distribution (or each calonAar yoar 6eginnlnfl r.Nonci3ryezv
2(304 shall ha thc: sum of {a} the umoun4~~~ any, in ~xLess of thb Miillmum _
~alnnco, a~iA {bj lho nnnual Interest e~matl in tlw SRDR NS of Juno-307nt1w
your of tllstri~utlai, For any year In whicli lho actual balgnca In the SRBft as of,
Jung 30 in tro yoarof distr~bltlWry Is loss ~fian unequal to the MlMmum pgleiice',, ,
th41ofn1 dietribulinn fnr Ihet year eholl ba Ilm~ted tb the nhnuai inforu3t ~sriiod in ~.
rhu SR~R.

5EGTION 4. Lliglbis; p~s6ulign P~t~,. .
A fir„ the purpasod of cai~aitatin{7 the dlsirlbuNon to bo madu to oad~ eli~i6le

rnclpiim(, dlslribi~liun ~ah~ts shall ho asalgned for Year& of 5arvlc~ and fnr Yo6~s~
t2eiirod rs folluwn:

t: Yoayso1~gr~1~A:LY9~.P935:
a. Far n,ch Retiree, there shall 6e assigned one (1) point for each

yoaroF tho Reiireo's P3tl<aro[ed City sorvlco. -
ti. For each Sarviviny Spouse of a Retiree, there shat be assigned

one p ).polnl foreach year of, the ReUrea'a Federated Gily servi:s:
c. Ftir each Survivl~ Spbusaof an Active Member, there shall be

assigned one(i)pWM fnr esadi ysar of [I~e Active Membp's
Federnted City seMce.

d. for each Survivin57 Children's Unit, there shall ho assigned one {1).
paint (or each year of lh6 Qacoasetl poreon's Fect~rated Cily
sorvica.

e. For each Optional SetUCment Beneliciery, theca shall Uo asaigneC
" ono (i) point for each yoar of Nie deceased person's Fadaralod
Cib; service.
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Ree. No. 77D70

2.' Yenrs Relirad (.~2,P~1i~9:

a. Pcr each Ratlrea, Ihern shall bu esal9nod the number o(poliits
eGUivzleot to rho numbe~tOf yeere tmm Uie u(focilve dato of Iho .
RoUree's. mtiremen! to the June 3o in the yaar for wliloh tiro Total
Annual Uislribuuon is calculated tmilUpilad by the percent aF Ftnal
Averng5 &sliry Oro Rotlroa ror,6~~as us n retiramanl benoilt undur
thy: Systvni s ¢unnfit funYmin. -

b.. .,, oach 3urvivly~,g.Sryouxe of ar Rulir~~, ihcro shall ba assi~netl 1h~
nienbz~ of poirNS ogUivulanl to Ihv suns of;.
i. Thy humbor 6f VoaPs,fmm the UffocUvo (Iota of the ReUrae's

r :tiremzni to tha data of the Rolireo's death muitlpited by the
{+emnnt ul I'Inni Avom~o Salary the Rotirec~ received as
relirr~mm~t 6¢nefi! unCai the SYStem'e bonaft formul2, and

ii. 7'ha numUer of y~3ars from thx 8a1A of the Relir~o x tic+nth to
the Jwie 3o Iii tho yearior syhich Ihc~ Tots) Annual
~isiA6utian is calculated o~uUiplied. Uy tl~e parcent of Einal
Average Salary the~Re4reo received asa ret(remont benefit
under the Sysiam's benefit Formula.

c.. 1 Bch Surviving Spouso of ~n Active Member, there shell be
asskinetl t9e n~m4erotpoints enuiv2leat lolhe nwri4er of years
front Jae bate of rho Ac(ive Memb~~ts doath to :he Juno 30 iu eh~

- year far which the Total Annual Oistdbution is csdCUlateU multipiieci
by the poroont of Pioal AGeirigo Saiay earned ~y the Active
Member as of tha date of doath. ror the purpos°s of this.
rvra9rnph. the pemeri of F(nol Average Salary shall not Ue less
Ihz~n forty percent (40%).

d. - For each SuMving Children's Unfi

In the cas5 whero tl~e daceased p2renl vans a Re~irce, ltiere
shall be essiclned the number ofooints ~auivatant to ~hP si~o,
oi:

- - '.~2PG2

\_..

3-

~~

l

~ ~~

~~



~t.ia:sa sd,~ Res. No. ~ ia~o ~~~.
~~' ?i/t Ul03 ~~.~

i ~,

~ ~~. (i) 7henum6or o(yearc (romthv afiadive date of the

~., - ~ - Retireo's retirement to thu date of tha Rollroo's doalh - ✓~

~~.

mU:liplied by the , pn:c+ni o(Finnl Avorag~ Satpry tl1e - ~ ~~?~

Folirea rc3celved as a foliremont bonefil under the if

_{,~ System"s bonefit formul:~, and - ~`5

-, - ~ (2J l'he numler of yiars {~nm tho dato n( iho Felireo s,~

1;, death to thn June 3~ In iha yaiar for which tUe Talal ;~

Annual Dl tdqulion is colc~Aaled inulUplicU by the ,~i:~~`
': pNCCgnt of t'lgai A~ura~~a Salary thA Rcliruo resolves ~ :y

i..:
aS_2 reliromepl A~m~lU andUr the fiYStom's benefit -

- '4~~ ~ formula. ~ ~ .r

~~- ii. In liic. caxi: ~ti1m o pte de!~easetl pare~nl w.ic aii Acli~~e

;~~ - M ~nhnt, IhCfe s~1~11 Ue ASYigntlU [he numlle[ of p[+InL̂. '

'~ - nVuiv~leni io ipe number of years from the dato of the Activo

~~~ A,tamUers death to the Juno 301 the yez~ for wii(ch the

Total Annual-0Istiti6ution is eFlcutatud multiplied by the

- ~~' pereent of Final AJernpe Salary esi mcd by the Ac[ive

;!~ - Adem4er as of the date of deE~1h. For the {mrGOSes ol'thic

' ~.~~I:- ~rarra h.~llie ;ror¢enl e•` Final Avera e 521a hail ml he ~P~ P 9 0' ~ r.I~ - - less [haniUrty person[ (40 io).

e. For each Optionai Settlement 6enofid ~~ , th¢!s shall 6o assigned - ~ ~'

~~ ~ - the ~em6erof points e~u(valent to the Suns o!:

I'
i. The number o(years from tN effective Siate of [he Retlreo's

redrsmen[ to thQ data of the Retiree's death mulliolied Ly tho

prircoot of FIna1 Awrape Salary the Ratime recoived as o t'

rc+liremcnl laenafit under th¢ System's benefl fonrmla, andI
~ ii. Tl:e number of years from the tlats of the fteliree's loath to
t.

me Juize30 i~ -tha year for •,vhkh the Totat Annual
1

-~~[ Disiribulion is ca3culatetl muitipl;ed by the percent of 1=ina1

~1 {
',{

;±_`~
'{

- ~-
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~RJD:SD:sdv Ros. No. 71070
~Nl10/03

Average Salary tl~e RetUoe recoived-asa retirement 6oneFlt ~• ~ ~ ~ 3~fix;
unQartiieSystemsbenolittormula. - ~ _ -:

" D. Cliglhio Distdbu4lvmPoin(5 shsll be calcu~o 
et 

d for ea"ch etlgibte tecfpiont asz~,._
toliow~: - `.. w.~- - - .~:

1. f'or each Rn61~a tha Elic~ibio DlsldbuUon Pnlnts nro the sum of tho Y05 - -.
. aoints rind IBb YR pgktis, - _ -

7. for c~a~9~ Sutvivinfl Spaise.of a Reii}oo, lho Fii;~blo Olstn~ution Pnlnts ~ s

o. l'ha sum ottha YOS (wlnls nd Ihu YR points, muttlpl~r~d by
tt Thv percent of lho Relkn4 S~boneft fiat is being rocelved 0y tlin I

SuNivin~J ~pousn Dui i~ p~onthiy bene(i~. `~
3.. Par unch Survlvinp bpuuso of sn Fldivu AScmb~i, tho EIi~fUle DlstdGUtlon

I~oErns nro.the sumo(the 1'OS P~Ints and tho YR points. - >.
4. Por Ih~s °urvN(ng Ghitdran:s Uail; Iha ~I~gi6IQ Dls(ribution Points aro: .tR

a; The smY~ of Iho YOS pmnts'~end the YR pdn(s, multiplied by ~ ' ~. is~:,
U.17i~+ryuccant ntlho Relirea sor AcOvo Membersbono(it ttwi would <.:w..

- bo roaoivedby lho surviving spouse if ifiore vrem a surviving
s~.wuse, sanU (udher multip~~ed by ~ -

-~~ c. 'f~venty-five percent (2v /) iF there is only one chid In the Suniiving
~. - Children's Unit or fifty ryeroent (50 ) if (liege ere Mro children In the
~

~Surviving Children's U~lt or 58venry-five ~ercenC(75!) If U~ure are . ~ ~~~
_ three ar mnro childrEa in the Surnving Children'3 Unit ~ I:';

5.. For~ho Optional Setl~emont 6sne11ciary, the Biiglblo D)sttl5ution Prints ~~" ~ ~
are: ~ ~ ~:~-

. a. 77te.sum of the YOS ~oinFs and :he YR points, multiplied by ~ - , ,
~. - V. The perceiri of the Retirees Uene~it That is being received dy Ih~C~ - QF~tonai Selllement Beneficiary as rtwnthly haneGl _ ~;

C. For rho purposes o. the caicutatioh of EJIgNio Disfribugon Nolnts, the number of
ycnrs in each c2lculallor shall be theacluai~numbe{of yesars rounded to l0e -~
neaicst Itve decimal places. -.

f5
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FtJD:SD•sdv ~ ~ '~:. ~ Ro3. No: 71.970

- 11/10lOa - -

-~~3FC170M S. D~stn~ i2JJF,on Po~~Valua.

- T'ha DlstriUu6on Rolnt Vaiue shalt be determined by dtytdlnp the'Total nimuuD
~. Distribution {as detorn;in~d (iucsunnt to SEG710N 9 nhnvfl) Gy tho lotni ii~~m6er of

-~4iv--: Git~i61~3 gistHbutton Points (ar All aligibly roclpl~n~ls, ~ .. .~~;
~..

SCCifON 6. loll caC~2~J9LT.2J.cLPiivai~Distdbuifon..~ • -
. :-A. The dbM4ultvq w Ire madu to a~cir oVglbio Y:gtiro~i. Sucvlvin4t 5poi~ss of n

RcsUroo, Sury'Ivtny Spuds¢ of ~n ActiYq, Mambar, and Optionnt 3ottlumarit
Uenefluiary chaN Ur the vllgiUto rdclplunPs CI1y7ibi¢ C'~s~[ibuUon f-blots multtplleed. ;
Uy Utu Ufstribu(lon p4ln[Value.-~ - ~ ~-

I t3. Th¢ Uistdbutinn m bu madaht tlach aifg(61e survivh'~ ciiijd shall be the SuNivinp
GI}Ildra~i a Uaft's Eliglbl~ IXytribullon Prints multipllltd by thc~i plst(h~utlogPoint ..`

- Value and dhidcd Gj 4hc ~~umharoi cliildten In the Unit. ~ - - ~.

SECTION 7. Par ~hn puq~oaus v(this Rc:solulicn, the Ioliowln~ definitlon¢ shall
apply: ~ ..
/1. "R<~tirua"manna npocson wlvo_has retiretl fn~m iho ~etlerataU~ City [inptoyoes'~

RoUroment 9ystam undor the provisions of the Systoni. -"Rotiree" doe3 not -'~
IncOWa Am person who has sepal'ateil from CilysefJiC(:6ut is not ~recoiviiig a
~~30C~f (f0111 ~~le P~311.

B. 'Surviving Bpouso of a Retiree" means the person wl~o meets Iha eligibility
- requirements for a surviving spouse benefit under Part 12 0(Chapeor 32~ o/ Iho

52n Joss Municipal Code. - 5urviyl~g Spouse of n Retiree" d6es not IncluAr~ any.. ,
person ~vho is rccaiving a paym~nt4~vm Iha Retirement Fund ~lely Uec9uso of a
AomesGc mlatiens ortler diNding tho community Intemst in the retirement ..
bonafits,

C. "S~n~lvinfl Spouse o! un Activo MemUOr' means Use person who meals tho
ei'~;iUiliry regcu~ements for aaurviv;ng spous9 l~eneft under Fart -7'i of Chapter
3.28 of the San Joel 65unicip8l Code. 'Surviving Spouse of an Active Memher"
tloes not include ony person who v~ould receNe a payment from the Retirement.

! 'G_.
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Fund upon the retiremenE. i+f Uio Active Membar sufely.hecnuco of n domasllc
' rolatlgns ardor dtvldln{7 the rammunil}~ htarast to the roUremenl bonefits.
D: "SuivivinQ Children s Untl" means e11 e~gipfe Surviving children wha are recnlvingc,--

swvivinp ch~iti~an's benefits under tho applicaU10 Arovislons of iho ~aderstod Clty
. ~ Empluyeus R~tirenulnt SYstom. ~t.... ..

~~ ~nP~~m~a~ Saltitrnont Agnaffdaly' means A person who Is rocelving a monthly
- paymoiil firm thc~ Systurt~ becauso~of aq el~ctlon made putsuont to.PArt 13 of

_ ChAptiir J.2D of ttia Stan ,foSA Munldpal GCde
'. Pc "Minimum Balance" moans Iho ¢blinramotmt gatnmiijiocl taY multlplYing Saven

'fBOUeeznd Aotlnr, ($7,OO~j tly_Iho total ~numh~ar uf'allBiblo ioclplonts~in ezlatonce
- - an June 3~ in thu. yenr (ai' which tho Total Annuai AisUt6vUon Is calculhlcd.

- SEC"YION 6. in tY~e c+v<mt ~i i~u~son 1s a Rellia~a; a Surviving~Spous~ of a Roiiro¢, a
SurviNru7 Spnuso of t~ii Active tyten~bot, n mombor o(a SWVINnq Chitdt~n's Unit, or qn "
Option~tl S~ttlumanc HuneliUery an JtiRe 9010 16¢ year f~(whicli the Yotal Annual -
Ul,tribulion Is cnlcJaied, but dl~s befoie the cltsgibuUOn for tliai year is made:
A. Ttw amount tlr~.f would have Ueon paid w the Re(iree~sfiall ~b paid;

1. Tv the deceased's ~pe;sods oligible Su~vivaf(s), or
2. IF glare is lib zflc~i{fie survivor; to-Ihe de~easod persaYS named

_ 6enetidarY, or ~ ~ - _ - -
3. If (Iwre is no eligiUle survivor end no living named benaticiary, to (ho ~.

decoasod pef5on s, oslate. ~.
6. Tlio an~ounDihal would have been paid to a Surviving Spouse of a Rotiree ora

SurvWiag Spouse of an AcUva Member shall bo paid: '. _
L To the Surviving Children s Unit, or

- 7., IF Uiore is no Sucvivinc~ Chldrads Uni[, lathettstato of 1{~Q Surviving
n~:.
}{ry

C. 7ho amount that would have Ueen paid to a. meni6er of qte SuMWng CI~Udran's
Unit shall 4e paid tq the rameining members of the Survivtny Children's Unit in
equal shares, i(Biere is no memberoi the Survivor Uri surviving, the amount

2329`x6
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~:,:
that would havo bzen pald ahnli atve~t to ~hc SR4R balance to Uo cnrrlod ovor to

.. ~ .the n~M disiribufirn Year, t ~:.. - -
-'. ~.~ ~ The amount Uiat would hive been paid laan Opliono! SalUemont Oencllciery
. shall bb,paW b tho Qptlonal Sott~amoot~onellctaq!s astute. ~ efi

~~. SEC}'ION ~.. ; /III cr~IculaCbns made_ ~ .. .pursuant la cpis Kesolutlon shall Ua made as of
;;- Jtine 301n tho yea~tor which the Tojal Annuai~UlbU(I4R IS CAICtI~p(pA ~n rho eyun~

an adlustmahUs~mad~ in the Yeors of 5arvtce„_ oars Nnlirad; ar porcant of pina~ .`
~Avai:~go SWnry for ary aliU161i3 rccipleM end Such sAfuatmant Is Ynad~ Mtor Juno 301n
the year for which Ihd Total Annutil Dlsitl~Ution Is celcutaled tb~ra shall 6e no

_ -adJu~tment to nny calu~OiUtor~ ~~sd4 pUrSUaot t his R~soWUon.::
N3~.f

i.ApQP7CO this ifi"~ dny al Decembor; 2003, by the tolloWing vote;

AY~.S:. CAA1Ab5, CHAVtiZ; CHIRCO, CaRTESE, DANDO,- GREGORY, !_aZOTTE, ft[L'U,'NII_LIAMS, VEAGCR:
- GON7AlES ~.~. -

NQES: ~ NONE ~ -

A85ENT: -.NtlNE ..

OISQWAUFIEDi NONE ~ _c

MayorApTl'E57: - - ~ ~ - -

~-.&ld.~~L.L,C<C!~ ,~~ .Kph .t2R,t[
PATRICI7~ L, O' NEARN, Ciry Clerk



YuliFeandl~#re Tfeparfmcn(Ratjek~n6uiTiwn ~(~GhmentC'

bS$U, Su9eH,Gnf~l.r~t~ttic bEYi~~it ~v.sa~v+?z

r1: ~H3iu'G4ishw~elt6kl~i`(rose:. ~.

1 tixlTdmVib~ti rktablisu`$r~sy~ud~~~w retirttn~'pt fyrid io pt Ttnowtt qa tite.
sgblSleaii~pEalix~tirc~ ]~m¢G4i`C~!ti~~br S[tBR;.

2.

<~ .

S 7Yrefifip#.4~tir~Q~nenilacaC~tltL~~a:St~73Rshaiilse~rnoyxsrc~n4o~Ilz~~a1~'r6B,(~'tai"und?xT'acn,ari as~~~t~a~Jt+~y~s~i'rnno3p d499,~anin~droyu~~uoecfl~aotu~ty
Tha~Uog,`iF~tU$q'shall uu~avlut~t~~4"~tit4al Cutl~d~nt~ NnAunrviirflouLn$tia'+u~
pt8n 81b,~f,U.v6ts llinl p~:GanSd~'~l, '~C','4~SU a~eF7uuo ~0. ~.9J'+~'; ~ i . ...

.~

2>

31

~:,'

Rgcluciibu cs1'SRd37CT.liikwi&:.

~: Kfthe-City's ~cintNtb4Gon~ate;a5 t~blbiir7lirecl bj!1ho Ugarzis xict4acy dufiugntiV
actuari~J. v~lppt(op. p~ifarn~eduttai~d"UaU $Q t4!7J; will ihai~case as s resgit 7f ~7obr
irivest4itt~CitAlti+ingsin d~tt'4etikLfif~'nt funds ihel'o's1iul(13e transCcn'ed.From the 312;BI7:

pp~t T kf3
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I~ ~'1181C~li?Atibus... ~~

1. Tf~~Itt~utl~h~Il-tn#k~an~wiis~~i;sGcs~nriioh'~zththeSRB~d!!~iu,~anlendarl'e~r:
;2042:.

~13~~Z~~iu~itt ~llenelt~cye~r 2003. iiie bo2rd ~~}tY~1 iq$,(~tln atSfnaill aYiSltibpCiati,~lbiii,Clld

'~ 'Cher,~itreld,ka+but~vu~i~bmthetr~il#'Rshallb~tri~de.serSe)pen~acme'r;n~ ~svf -,
~hlap~ci~rl~[o ,~Iahwhuai~~re~rtYiagbenefits~sb~J~Ynegp 2U41iaEd~
w4xP+~u~~tl$~i fit ~4'ftt'l~~ i s Yme~~xiaeSs whts 8~erl Ptiorroi6~e~ving ..
't~~R¢{i?3$~spi~W7~~gretea~ S~f~as~~Jun43C1,~44]'prr~viittxl„
funvefer, d~rtt SCx me~~sru~itrr~NSrm~fiiti~rtl~cel ~tetJghe%7U:.~Y}3,'~duxltklnt~tTie
Snati¢ltltstii6ANor~,.~lesUxv6voe ttiall bedaeatediEtthays beef tarla~g6&ge[#fa nsuF .

4. All'srN,sdqu~ht anmi~id~e`t~'bi dCiCisYx'q~n ~e o-~'Its1l,~ll ha ttlailg a~rlelg lofoitner
mnmbeesdTpiisptarinrche pLmWl~t~r~re¢n~~az~T~enaCit~asnfthe

:Jana~b44~uctecliufeCylu~a h~itu1?~.t~survY~or~{df~au~tYfrrocr
~eM~k~aarpfm~mt:eYfiwlradlei[pctorta ~i~~b~i~rsfitimPhispianowS~~aro.
zacGiVlnyben6Ctxss:afs~tid=June-3G. .

s 'I1tcbGmtdahalld~uelo.~gm~Mltodo}agyforJis[nbr~t4p9Crom.ill~SDil3h.gueFr-tlwt.
suplztiugeninaCtena:6tsptb'~+idfsn.S~atarbcnclxi~forffio§o~iecs'9nssvhu7a~uGlydkniSix`.
licn~fatst~tu§ Curti.,laogr~pgr+ocl'4~tificaarl~lausepeiuWtlsAv~~g'the}awest
:mnnthlYb~IItq>~.ytrcents.7lpon tlie. np~iroudl of the mntluxlology 6X~th~c[t}` i:oU~icil;.
f33.6a~F1 elw~tiri~~C~s~t1~5,tt11ttNipe5~3n ~t3wzd9nce wlt'h sucA metHotlatogy,

6, i3~ceecptaa ~aqun~ tty subsmtioii~C, aria iht c~asc off` the tclrriiAkh6n~rPUitY~~~.~a dle
~oard'sttal[ ~tb[ tm~iifpc ar d'tsirib~itc tui~s in tLc.S,IjT~~~.3CguClktcausCror or ~isiiybt4t~tin
vroaldreciuce 11ic SC213R prihoipal - -'

GURZA000716



Pnlicearid~tg Ue[~YUncht$gGcement~'Ism

,~ I~~~sitghaF~rz{h~F~Ui9taAe~tC'I~is$.cp1~p(t 6.5;.~tlCatennsiisimdl~eceinshsiltlievr.
`t~tej'ollu~~hbYrin~~yAt .. ` - ..

~j n Q~y~~ 
~~K,lPly:~~CaCA~iA1i'~.tYY1h~iCjils~nwYt'fun F~1~1}¢.MemmYC~u'q~E@Ce9f

6hab~~~,e~tlitedl~~IS~A1~81t~,Y~+sadedo'n,parac.~,¢h1~,~iAtdrha,a4~ia~itll
ucB~ttt'nittgs tafeadph,~3'bp.~9ftid%inb(~d~4r dupe ~d o~Che'•eaniq -
sv]u~Ht~ S[tBitLiY{puhtitsni~~bi~Tormat~~es~b~n~ited to:gQ~tdr mseaves:'

2. 'RntriYOr~ttetnb~~°,~Je~Rs s pet~Vt,~H+hD h~~actiriid unttCrthepeavlsidns kttltis : -

3

I~,ggIF36fJ
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~~ ;~ :fixpO:9o:zav ~;..
07/14/02 ~Jot ~S:

~~.:'

Zi~~ ~ - .y~

} ~ RcSOLUTION NO s`7~82~2~__ ~ ;'iiro . `. ~. ~
R RGSOLVTIDN OF THE COUP L OF.THE CITY OF 5qN- JOS@ gApROVMG ~THC THODOLGY FOR THE "- - DISTRIBUTION OF MONEYS "~~~ THE SVPPLvMENTALR[TIREE BENEFITRESERVL~~:THE POLICE AND FIRE ~ `
CIEPARTMENT RETIREMENT F~}Np -

WHEREAS, gure~anl to Sectbn 3 36 5c~80 A of the San Jos4 MuNclpai Codo, tho „Hoard of Administration for the Police and Flr& beparlmant RoQrement Plan (tho ~ ~ ~
"board") hes estabilshotl Iho Supplem9tltal R `~ e BoheAt Resatvo (the °SRBR"} in the ~~5~Poltca and Fire Depagmonl ftollremont Fund ~""d ~'~~

WHEREAS, Section 3 3G~500 D ep~r,ow - ~ ~h~t dlsldbuUons from the SRBR shaA ~ ~jbo made only to re~ired,memhers aurvlVgra embers and survWors of rotlred - ^~
membors of iha poilea and Fiie be ad enl ~ ~ ~~ - ?~P ~fament Plan (Ihe "Plan ); end

WHEREAS, Section 3.30,580 D fuflhe~iovides th~4 the Boerd shall make ~~
- dlstdbuUons In acoortlance with B metdodoi F eveloped by the Board and approved ~ tf~,

by tha Clry council; and , ~~' ~ x! i
~ ~~ i

WHpREAS, tho Board has doveioped ~jy~ethotlolagy (o~ calwlating qie amountdf dlslrlbuUons tr6m tha SRBR anU has reCOrf~illendod Clry Counci(approval at said .cmethodoiogY; ~ ~'°?
~` °z- ~ ;;
~.

NSW, THEREFORE, BE IT RESOLVEU~~BY THE COIL ~~"'SAN JOSE; - y~ NGL OF THE CITY OF ~i-: s"s
4 

T' _ µ'~'

SECTION 1, The CNy Council here e '~ ~'.Jby Pp ~)es the methada~ogy for thn disiributlon .~of moneys From tha Suppiomental Retiree 6e g(jls Reserve of the dice and Fire
bepatlmenl Retirement Funtl cecomm detl b ~~ i~'(be Boarc1 antl desmibetl In this its

s

SECTION 2. This epprova~ shall r `a n~fn e~ct unUl~such Uma as tUe goar4 Mzy'
recommends a subsequent methndoiogyan~a Councli atlopls 2 resotueion appmNng ~ ~;the subsequent methodology. ~ ~.. i

- .:~': _

r?~?
4-?~§'
k~k~.~

~nsrm~.
~~'

~~~tack^' ` i~ 4 i ~ F h i
v `x ',~~ ~'e~r.'~v '~~ 'ik r e'~ v ado '~ ~ ;i .~ .
a ~-rL~" i' 4 ~.Y r4 

t 'S.t t ~."~ 
'j"Ny "~,~ '. , ht e' ~t~''it _. 

~.b i

~ir~~~~z+! U i2$rn.' 
's \r _.3..zy1'.+l'e~ 6~.)Y-< s ~ r wI )}:''t i

GURZA000718



y ,RD;SDSdv 
; ~; Rea. Ho. 70822. ~k~
5 ~ 

~e.SECTION 9. Base Disld6utlon. ~ 
iF~A. Elghty ryetcent (RO%) of the nnnuei amount availebla /or distdbatwn irom the - ~'-v~SRBR shall be distributed as the'BasaF ,IsMbuUOn". The amount o! (he BaseOI~UIbWlon [o ba paid to each Rotlmd (y~gfnber or Survivor Unll aheli bo !~`determined by ~m;ifipiying the tnlal0es ~ ~sldbuUan by the eppllceblo - _ .Wl~hibuUnn Fracflon. '~ ~~ - ~ ~;

z. ~
8. For the Uuryosed ~+! caicu~nting the Dis uUdn FraGlon, palms shall ba assigned_ ~MYears o(Servica end for Yoare Retiro as follows: - ~ .~(~t. yeereyt Sorv(ca hlOSl Pelota ~~p''~ ~ ~ +a. f-or anch Rallrad Member~ihero shall be esalBnad une (i) palntforeach yunr of fha Retirod Member F Pollcee and Fim Plan servke for n~~eoch of the 11rst Twenty (2 )years plus lwo (~} polnis fcreacM year 4gfi"b.,In excess of twenty (20) years, - ~ ~s~~~.4~6. For e3cii SuMvor Unik themsheg do assigned-one (1 ~ poiN for- arch year of the dot~es~person's Police and f7r~ Plan service P .='i for each of the firet hyonty(26} years plus N+o (2) points Por each {~ _7year Irtexcess o1 twenty (20) years. in 4he case Whore the~,,.deceased person died befdip sepataUnc~ from City service, the ~~t- SuMvocUnit shall be creel e`d wRh the greater of (I) the actual ,~~Jnumber of yeare of the d ~4 sod person's Police and Fire PI~n ~~~- service or (IQ ~hlrty years ~ 

~7.. Yo rs Re~rcatl IYR} Polntst 'the~,~shall Ge assigned two (2) points (or

r

each year reared Where; ",- ~~~~'},','' 
/a -For each Refired Membe ears ReQred means Ule number o(- ~ - ~r'~}Fyears from the ef(ecUve dgta'ot tk~e Retired Member s retirement to ~<

~ : 
I.~3the June 30 immediately p~"Fgceding Iho date the Base ~IsldbuUon ~ ~'Is made. t~~: .~ 
~V. For each S~rvlvor Unif Yeare Reliretl means the number of years 4~~trofmm the Surviwr Unfit S effectNe dale to the June 30 immedia(ety ~ ' ~1`i

_ { preceding the dale the Ba e~ Dlstdbulton Is made whore "e%eGiveE~ .. - date°means: ~ 
- i ~..

~ ...- 
s.2

IG902 
.~ 

,_
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__ z.~~,.~~~k~, .,,nom., w ~ : ~- ~ ~~~ ~ ~ ~ ~~~ ~;K:.~ti~ ,~.~;. :;;
~~:. RD:SD:sdv ;,~~. Ros. Na. 7082201/IA/02 ~:ryg.

(SSA
I. The effecliJe tla~o bfthe deceased person's retlrehtenl
- where the deaea ~~~diod a(Ier reUmmeni under llds Plan; or

ii. The date ofttie d " ed person s Beath In iha oesflwhere
the deceased}dle~~.or to seParagon from Cily seMce of4•-~ :4died aflerseparat from Clty service but L~otora raceiving
any banellis from t Is Pian..

-c, Nolwilhstandln Fg paregrap h nbove, in the case Whore a sulVivingx
apousu's bonahls cease ecause of romaMega bui ware
raL~stpied pmsuonUto 5 Ction 3.3~ii29G, Yesra RuPred for the- SurvNor Unii menus iha;s~etual numUor of years durtny whbh+,vim.
survWOrshlp benatlts wa~e'pald from this Plen W any memberof Iho~~.
SuMvar Unit. ~h

?`^:'C. Thy Dlsttlbullnn Fractlan shall bo~deteflnlned as (afimvs
vVOra Ot sarvk~Polr}9±YpnIS Hel~ka~rol_pJs~

Totd~f'ol~(sfw ease Dlslr uUOn
D. Tho amount pnyaUlo to each membofry~f4the Surv(vor UMl shall bo the latai Oaso

DISIdUuUon pt~ya6le-to the Survlvo~ U~I~;Htvided amorq Uie persons in the
Survivor Wail fn the same propof~op ~ e survlvorsfilp benoflts am paid.

E. - -For t(ie ~wrposes.of disGibutlons~(otti~ SRBR, the numharof years In eecl~
calculation shalt 6o the acluai numbero~.yeais rounded to the ne4rvst year.0;~

SECTION 4. nonus PavmenL
- A. Twent ~''~y percent (20%) of the annual aYiMUnt availoblo for distdbufion from the~3m:.SRBR chali be distributed as the "6onUgPgymenC. 8onua PaymeNS shall GeY,~?amade onty to I:atlred Members antl Si3fvivor Unite who meek the followingy,

oligibllily rea''~ements:~ ~; -
1. ~ Th4 Years i?atiretl is at ieastten,{70)yeere; acid
2. 7I~e Reared Member or Sdrvivor-Unit is receiving a monthly benefit from7....

the Plan that is Tess than hvo-Uilyds o(ihe a~era8e monthly rofiremeitt.G:benefit paid during the lwolve months ending on the June aO~Immodlatetyt;'"#~pteceding the date lho Base ~Is(ribution is made.

~6510R

Y:"

~ a >.y k

p ~,~x ~i ~"~ f )
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w —.:..~_

aoso:sd~ :>''"nCx,~
- oili4fo2

B' T~~o ~mour.l o(ihe gonus~Payment to
aligibie Swvivor Unil shaft be dnWrmir
by the applicable Dist(6UUon Fractloq.

c. For ~he.purposes of calc~tath7~j tryo DI:
~°~ Yeers Cf SeMca and for Yoara Rq~,

_ Rosolulbn, -
~. The Dlstribgtlan FracAoq shalt he data

~• The amount puyablo to each mary~uaV
Poi~us Pflymont paypbla to tho SuNly
Survivor Unil In Iha sumo propotl(on a

SECTION 5. For tha purposos of this RuaeP~~Y,

A~ `Ru(irud Ml iinUOr' mans a porson wt
Depnnmant Roliromeol plan under the
Mmmber' does not include ariy p9tson
!s not recetving a bonefit fmm the Pian,

B. "Survivor UNP' meags all eligible suMv"l
survlying children) wha ara receiWng a
the PWico and Fir¢. Departmani RetLem
~nclutle any person who iy ~eceNing a_p
I)ecauso of a doMeslic relalhns oNer d~
~¢tirrvmeni benefits. ~'t

~~ "To1aI H~~nts for Bese DlstrtWlllpn` coee~
Dtstribulbn Fractions for a1f Retlred Me

~~ 'Toeai Points for Bonus Payment Years.,
oistdbulion Fractions for the Refired M~~'
eligiblo eo recoive a Bonus Payment %'.~':

-4->
rfirs~u~

v~._.- ... ....,

},.w~~

~.~'r`~; ,~. Rc~s. No 70022

to sach~ eligible Regrod Mombor or
Ult~lylnp the t0ta1 Bonus.payinent

m Frocilon, pohots shall be nsslpned
despib9d.in SECTION 3 o(~hls

as (olloWS:

r o~tho SutvWor Unit shell bo the total
or''~1h11 dlvidotl among tha parsons In tho
9U, SurvlvorsrylP bonelifv n.., .,ai.,
r

on. the following duMllions shall~~
~~.
w.hav rotired firom the Police ap@ pyre~i:a
provisions o(1ho Phan. "ReUretl''~
~ho has separa~ad /rom C(ry seMce qui

aB (elipib~e sUrvlv~ng spauso and eilplbleF;.:~
&UrvlVOrs bene(4 finder the prpy~sfons of
#,,..
ont Plan.. "Eitglble aurvivar°dons nod '

~aYment from the Retirement Fund solely
wNlnp the communlly inleraet in the

s the sum of the numerators o!all
,baB er~d ail Survivor LIN~~

ISieans the sum of the numerators o(ap
~nbers and Survivor Units who ere

i



i
ry;.

~J
..e

is+aivrSd:i.~dtrak~~,rSaG,a'+H-:;..,. :4 urvrtl- ~g~( ~ '. x c.^ ~)~~~ .~.y„~~U J _a.u~.~£¢L~ r 3 ~{~`A'L*1 ~il1L$""~•...,.. y~Jh2~
~4

.kD:SD:rdv ~;,
~~~~4~~ ~ Res. No. 10822

SECiiON 6. ~ In (he a~en! a person Is a Ret~t'eB Member or is a member of aSun lvorUniFoii tt~~ Juno 30 lmmedialely pie d ng tho date tha 8esa DIsU16vUon tomade, bul dies Uefora the dislribuiion for that y w Is mode:
A. The amount that vmuld havabeen pelt!: o iha Raq~ed Membershall be paid tothe deceased's Survivor Unit or, i(thet~ls nu ollglp~e survNor, toiho dacoasedpersan's namod boneficlary, i(Ihere Is~pllgihte survlvoh nad no Ilvingnnmedt3ene(Iciary, the amount tha! would hav ~ eh paid shptl hecomo e4oilpble fordl~idbullon (o lh9 remaining ellQitil6 ge unt Mambas grycl SurvlvorWnUs..o. Tho amount thntwadd have hae~pa motober of,Uio Stirvlvor Unit shall Uopaid to the rnmainli~g mamUe~s ofthe $liryaypr Unl~ in the samo proporf~on.oa thoaurv(vatshlp 6ona111s nrp paid. U~Itete~ o mamborof iha Sorvlvor Unit

suMviny, Iho amount that would hdvu b~ paid shall hocome available for .~flslilbullon to Chu niusn~Mng eligiblo Ru~~ppp[~~~gmont Membara and Survlvgr Un~ls.~R'

.ADOPTED this 19th y '4'.~tl~ uf„ ~nnuury-- _. - 2~4 , by [ho folloWlny vole:

AYES cAtll`ds~ CitAVa2, coy R. UANbo, LezATiTi,t121sb, SIIifGUCAtJA~ li~~hPtS. ypgc@t{ CANZM1LPS'S~~n

NOES: y~Hg ~~'e~~.
D~`:
~,v

AeseNr: ~,;

tr .
DISQUALIFIED: oiQVism is' '~~"

;. ~':..t ~..

~la3a '

~~a RON GON7J~~ S

ATTEST: ~h'; MaYnr

PATRICIA 1. O' HEAftN i fe.

S-i ,~,o~

...__ .~2]itr. ... t...
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COUNCIL AGENDA: O5117lU
1TEM: 3.6

CIYY IOF

S~tvJosE Memorandum.
GM'fAL OF SILICON VMLAY

TO: HONORABLE MAYOR FROM: Debra Figone
AND CITYCOUNCIL

SOBJECT: Continued Suspension of SRBR DATE: May 13, 201(
Payments

COUNCIL AISTAICT: Ci -Wide
SM AREA: N/A

~- REASON FOR ADDFIVDUM

"fhe suspension of flee SupP~~+ental Retiree Benefit Reserve (SRBR) payments for both
retirement plans ends on June 30, 20l t. To continue this suspension for Fiscal Year 20l L20t 2,
the Ciry CounciF would need to approve and adopt an ordinance for the Police and Fire
T9epaKment Retirement Plan and resolution for the Federated City Employees' Retirement
System prior [0 July 1, 2011.

RECOMI~~NDATION

I[ is eecommended that the Cily Council:

- ~ (a) Approve an ordinance aznending Section 336.580 of Part 0. of Ghap[er 3.3G of Title 3 of
the San los8 Municipal C6de to provide that !here shall be no supplemental retiree benefit

. reserve distribution ftum die Police and Lire T7eparUnent RetiremeMPlan during Piscal
_ Year 20! I-12, upon a finding that is needeA to adopt the ordina[~ce within a time period

which does not allow for a sixty day review period by the Board of Adminirimtion of the
. Police and rlre DepaRmenf Retirement P(an. under San JosE Municipal Code Section

336.485.A.; and refer the ordinance to the Board for study and wnsidcra[ian pursuant to
San JosE Municipal Code Section 3.36.4SS.B; and

@) Direct statFto forward for review by the Board of Administration of the Federated City
Hmployees' Retirement Plan a draft resolutibn amending and restating Resolution
No. 75635 to provide that (here shall be no supplemental retiree benefit reserve
disVibution from [he Federated CiTy Employces' Refirement Plan during Fiscal Year
2011-2012. -
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HONORABLC MAYOR AND CPCY CAUNCQ,
May 13, ?All
Sabjecl'Cuntinua~ suspension afSRBRpaymc¢tA
Pagc2of5

~x.~.

Approval of the~recommendation viill continue to tempoiatily suspend fhe Supplemental Retiree

BeneSt Reserve paytuents from [he Potice & Fue Depaetntent Retirameut Plan and the FeAemted

City Employees' ReHreroent Systevn during Fiscal Yeaz 2011-7At2.

HACKGROUIYD

On OGober 26, 2010, the City Council discussed actions related to payments firm the retii~nent

plans' Supplemental Retiree Henefit Reserves (SRBR); and directed the City Attoeney's OtLce
to dm1[ oidinaures to amend the San lose Municipal Code to tempo;azily suspend dshibutions

from the SRBRs d~'̂ ~ Fiscal Year 2010-2011. Please refer to the attached Memoiandutn dated
October 22, 2tl10. On November 9, 2010, the City Council appmveA tha first evading of the
ordivacice Cnx the Polioc and File Department Retirement Plan and eppro4ed sending a resoluliou

W flee Federated City Employees' Retirement System indicating that Niece would be no SRBR

distribution from the ietirement plan during Fiscal Year 2010-2011.

11te Police and Fire Department Retieement Ptah and tite Federated City Bmployees' Retirement
System each have a Supplemeptal Retiree Benefit ReseNe (SRBR) that provides a supplemenisl

"13"' checl2' beuefif w~det certain conditions es spetafied in fhe San lose Municipal Code. The

13m dheck is in addition to the monthly pension payments, disabiliTy and swvivor benefits,
nnnnel 3%fused cost of living adjustment (COLA) and zefiree healthcare benefits eligble
zeGiers ieeeive.

As of June 30, ?AiO, [he plans' unfunded liabiliries for prnsion benefits W Wed $1.43 billion. In
additioq the piaos ftad a $t.S3 billion unfunded li2bility fox other post employment tiene5ts

(OPCB). OPEB bcneFits include retiree hCalfhcffie benefits. Regazdless of the uttfuetded liability

in eaeh plan, the SRBR can still result in the distribution of SRBR payments (13~' check) to
[etvees.

In 20I I, the City commenced negotiations with the majority of the bazgaining getups and those
discussions included rotirement reform, including the SRBRpcogram. As of the date of this
memasandwn, the City has peached agreements with five bargaining units', and those agreements
include side tetteis to continue disc~tssing~the SRBRprogra~u. The reenautiug siz bazgainittg

getups are still peodiag.

In addifion, as pari of the Mayor's March Budget Message that was approved by the City
Council on Mitch 22, 2011, the City Manager was directed to p~ese~rt eeeoromendations on May

2, 20] I, w ae[ueve $276 million pei yeaz of cost reductions azd/or new revenues for the Geucrn(

FUnd that will allow the City to restore services to iLe levels of January 1, 201 !, wiUvn five

years. The May 2, 201 t, Fiscal Reform Plan, which is scheduled to be heazd before the City
Council on May 24, 2011, includes a recommendation to continue We suspension of the SRBR

payments until January 1, 2012. T-Ioweve+r, [o allow for sutlicient time W complete the outreach

.The City antl theAssaciz[ion ofBuilding, Mee6snical end Rlearical Luspectors (ABMEp reacheda Temative
A@reomom on Apri129, 2011. Tnis Tentaliw Ap{eoment has been mtlfied by ADMEI and mbjat m approval by
the City Council.
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NONORABL6 MAYOR AN1J C1TY COUNCIL
May 13, 2011
StibjecF. Continucd suspension ofSItB2 payments
Pase3 of5 _

and meet and confer process, to the eactem. required, the City Adminisfsation is cecoaunending
continuing the suspension through June 30, 2012.

Due to the plans' significant unfunded IiabiGties, recent agteemertts with five bar[5aining gimps
to continue the negotiations on ffte SRHR, to the emtent requi[ed, end the recommendffiions set
forth in-the Fiscal Reform Report, it is recommended tUat the SRIIR dishibulions coutioue m be
suspended dllll~P Fiscal Yeaz 20l 1-2012.

ANALYSIS

The SRBR in each retirement plan was established based ou the concept thai when the two
retirement plans have "excess" earnings a portlon-of these "excess" earnings ace used to provide
a fiord for additional 6enc5ts to retirees. Bath the Federated City Employers' Retirement
Sys[em and the Police and Fire Departmart Retieemen[ Board cunenlly assume a 7.75% mte of
[eNm.

Federated Cily EmuloUees' Xetiremenf,FL+. t~

7¢ 1986, the CiTy Council establisLed rite Suppleme¢tal Retiree Benefit Reserve (SRHR) in the

Federated City Employees' Retiremenf System to a(Imafe investment income earned 6y

retirement fund assds that exceeds e~cpected cetams to an aceounS that would fiord new, or

supp4ement@I bene&is far retimes. The SRSR was patterned on State legislafioo that Lad been

adopted in 1983 to permit ceRain counties to do the same.

The San Jose Municipal Code sets forth ss methodobgy for allocating funding to the.SRHR and

in 2003; the City Council adopted a Resolution establist~iu6 the cuaent distribution

methodology.

Under the section of the Sort Lose Municipal Code govemins the Federated CiTy Employees'

Retirement System (SJMC§3.8340},the City Cotmcil can make recownendationstn the Board

of Adminis[rarion of the Federated City Employees' Aetiroment System regarding the

~dislzibution; if any from the Federated $RB.R, and upon considemrion of the recommendafion of

the Board, tie City Cmmci] can detcanine the amount, if any, of the distribution w be made from

the Federated SR}3R

The San Jose Municipal Code does not need to be amendul to penvut the City Council to

implement a susyension of Federated SRBR payments. EIowever, the Iviunicipal Code does

require the City Council to iefec the recommendation for such suspension to flte Board of

Administration of theFederated CiTy Employees' Retuemem System,and to act afiex receipt of

the FcderafeA Boazd rcconmiendation ofsuch c6aoge in the disiribudon. It is recommended tk~at

the draft resolution be retcaed to the Boazd for its wusidetalion at the June l6, 201 t, boazd

meeting and tliat the City (:ouncil consider the comments, ifauy, from the T3oazd on June 21, -
T.OI I, and dwide whether or not to suspend the distriburion.
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Police and FYre Deoar(ment Refremen[ Plan

In 2001, the Ciry Council adopted an ordinance esta6lishiug an SRH2program within tfie Police

and Fire Department Retirement P{an. -

Under the Section of the San lose Municipal Code govecniug the Polito and Pue Depnrlment

Retirement Plan (S7MC§336.580), the Boazd of A.dminisasxion for the.Police and Fire

Depa~ent Reliremeni Plan is charged wiW developing the methodology for dis~ibution from
the Police~and Fire SRBR, and upon City Council approval of the metlwdology, the Police and
Fire Boazd is charged with making a disiribulion in accoxdanco with the mefltodology.

The San Jose Municipal Code does not specify how much should be distributed from fhe Police
and~Fixe SRBR each year, but instead specifies Iimi4v on the amotint that can be distribuhA.

In older to implement that theee be m dis4tibution firm the Police and Fire SRBR duci[y, Fiscal
Yeaz 2011-2012, it is ~ecommerded that the San Jose Municipal Code be amended m suspe~

distribution until aRcr 7mme 30, 2011'. Under Sen lose Municipal Code Section 336.485, prior to
the Ciry Council adoption of any ordinance amending dte Yofice and Fire Depaztmen[ Retirement

Plan, the Hoazd of Adminisimtion far the Police and Pire RetSrement Plau is to he provided with
sixty (60) days foe eeview and eonssneut on [he proposed ordinance, unless the CiTy Cou¢cil 1ix~ds
that there is a need ro adopt ffie oiiiivance within a time period which does noTallow for a~sixly
day review period; iu wlilch case the City Coiu~cil can adopt an urge~y ordinance or when tl~
ordinance is passed for pnb7icatioit of title, fhe City Council refers the ordinance to the Board for
sNdy and considezation a¢d upon the [ecoentnendatiou, if anq, firm the Board, tf~ City Council
implements or disapproves the Board's recgmmeadation. Because the distribution of the SRBR
could occur befere the sixty day ceview period, if the City Council wishes to cnnme that no
distribution occur during Fiscal Yeaz 2(}11 ~?A 12, a finding tttat there is rned to adopt the
ortiinance within a time period which does not allow fox a sixty day review period should be
made and the ordinance mfened to the IIoard of Adminisaation Pot the Police and Fire
Departme[rt Retirement Plan fur study and recommendation. If the Council receives a
recommendation if any, from the Board, it could decide to reconsider the matter ~kking the
~BOazds commenu at such time.

Lslributian Methodolo

The.distlibuGon met(wdology for each plan is memorialized in Resolutions 71870 and 70822.
Under the Federated distribution meUwdology, all retired members aid siavivors receive a
disb~rtsemeM when the plans' inves6nent cetums erzceed expected returns. Under the Police and
Fire distribution methodology, all refired members and sucviwrs receive a disbursement, so tong
as the SRBR principal balance would not 6a reduced.by dxe distribution. For both-plans, Ute
aiteria for determining the yayment amount is based on a "point' system. Retirees receive
points based on years of service, number of years retired and final average salary. Under tltis
rneihodology, die largest papmenu are mazle w ceGrees that have bcen retieed the lon6rest az~d
have rendued the longest service to the-City.

As of 7me 30, 2010, the SRBRbalaaw fnr the Federated City Employees' ReAuement System
was $28.3 million and $32 million for the Police.and Fire Deputment Aet¢ement Plau. If the
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aurent suspension of disinbution payments were lifted after June 30, 2011; the funds that weld
be distributed fiom the Police andFire Depa~neat Retirement Plan ere approximately $1
million a¢d out of the Pedereted City Employees Retirement System, $5.6 million. Tltis is a
si~ifica¢t amount of money in dish'ibute from the retirement plans wnsidering the plans'
significant nnflmded liabilifies. _

The Ciry will be engaged in retixemont xefnmi eflorls with the bargaining units over the nen~t
several montlss. II is recommended U~t the City Council continue the suspension ofthe
diatribulian of pzyments from the SBBR during PisraL Year 20I t-2012, while fiuther
discussions iegaicling retirement refotw, incltid'mg the SR$B program continue.

PUBLIC OUTREACH/IN'ITREST

❑ Criterion 1: Requires Council action on tk~e use of public funds equal to $1 million or
gceatec
(Required: Website Posting)

Criterion 2: Adopflon of a new orreviscd policy Ik~at may have implicafious for public
health, safety, quality of life, or 5uanciaVeconomic vitality o£the Ciry. {Required: E-
mailand Website PosRing)

0 Criterion 3: Considerntiun of proposA changes to service delivery, probmams, stat}'mg
that may Gave impacts to community services and have been idevRfied by s~ff, Cou~il or
a Community goup that requires special outreach..(Required: small, Website Posting,
Comim~mity Meetings, IVolicc in rppmpriate ¢ewspapers)

75us ~epoR will be posted on the intemet and a copy will be sent to tha bar~a~iug unit
representatives end tLe retiree associafions as soon as the memo has been diisaibuted.

COORDINATION -

Tk~is memo teas been coordinated with the C]ty Attorney's Ofkice.

CEOA

- - CEQA: Not a Project, File No. PP f 0-068(b), (Ivltmicipa! Code oz Policy, new or n~-viaed)

~.
Debra gone
City Maua~ex

For quesfions please contact Atex Crum, Director of Employee Relafions, at 535-8155.

AaacLment: Memorandum datM Octob~22, 26i1
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-~bsu~N~.lues,inrgvr(Ive ddvi~e~

Januzry 13, 2U 12

VFA ELHCFRONPC i14AlL

Mr, Ausseil U. Crosby
Director of RciiromentServices

City of San lose Departrneut of Rethcmenl Services

17]7 No~tU I° $trcet; 5njte 580

San Jose, California 95112

Re: Perlasnfe~N.}i~p[oyees R¢tlremeiilPtan

Snpplcineiitvl Refiirse Beii~l Reserve as ojJm~c 3f; 2011

Dear Russell

We haae calculated Cije balance of the Supplemental Retiree $e~u6t Reserve (SRBR) as of

June 3Q 2011,. ine~uding the amount af-itderest [0 6e credited as of June 3Q 20ll, fhe

amount of "excess- earnings" to he transferred on July 1, 201 I, and the amount to tie

distributed in 2011. These cpleula6ot~s have been perfomiul in eaaedazioe wiifi our

undei~sbnding of San Jose Municipal GttdB Scetion 3.28340. We understand the City

Council has SuspEnded distributions. This letter shows wM1at the dis4~ibu4ons woulH be if

Cotincil re-instates distributions folloWing'the snore policy as outlined in Council Ravo(ution

fl7187b. In addition, [he interest cteHiting frnmutas- shown in the memorandum dated

FeUruarp ld, 2009 from Csm~en Reey-Choy and Veronica. Nie(rIa to tlrc Hoard of

Adm'tnL4[rAtion hsvebeen modil led: tb rgflect the actual timing of City contriinrtions and to be

consistentwiththeimestrnent xetum edculations sLown in the actuarial valuation.

The [ebJc lielow summar¢es the results oTour calculations:

$RBR Interest Credlt; ¢/302Ull - $ 2,752;315

S26R Excess Earnings Credit, 7!1/2017 $ 12,3?6,03G

y011 SR82Distribudw5 $ G,587,315

In Wrest Creel itiug

San Jvse NlUnicipal Ci>de Section 328.340 describes haw interest is credited m $e

Hm~ilbyee, SRBR, end Genwal ltrseryes in the Retiremeni Fund. Th¢ basic process is ms

follows:

1, "fhe Employee Reserve is c~ediled.with in~~est semi-annually a[ an annual rate of3.0%a

These:oalculetionsare perCdctlied by the Deperuttent of Retirement Systems.

2. 7Yie S2BR and General Reserv~.are credited with interest at tF¢ lower of the auWariuliy

assumed rate or the scWel rate of earnings for the year. While not expliClt in tlw

Municipal Code, we understand that the phase "intcrcst credited" leas been historically

in[eipreted to be cwt less than ura

_ FCE2501-19-12

i)SOTySOASBoulevuU, $VIfc 1100,M<LCai4~A~~0I- Tel )03,893.1956 Faz. ]03b93.20W mvwchekonus
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3. The. C~iiorIll 2eserve is c~e~ited with the eXeess,:if Tiny, of the iMeYesk th8t wpuld hdvc

been credited [o the Employac Reserve following tho proceduro under (2) and [he actual
amount csCtlited under (1).

4. Any positive earnings remaining:ere considered "Excess Enrnin&s." 'I~n percent of the
Excess Carnio~s are credited fo the Sl?J3R effective July 1', and the reanxiniler is creAited

to the Gcnaal Reserve.
S, Any negativo earnings remaini~ig are charged to the General Reserve.

Tlic Medical Benefits 6ccbunt and. the Cbs[~f-Living Punt erG mainmined separately and
aro not alleeted 6g the calwlntions described above.

TNe rabic below shows the calwlation of the intercaterrdits o`d Faccess. Earnings. For this
puCpose, the dollar nmaµnt of interost is calculated based on [he intcrcsC rate (i) es fol[oWS:

7ntcresL =Beginning ofyear balance an3 casfrflow z i +mid-year cash flow x i+ 2

i7iis formula is a change from prior years. Thc~priar formula was as follows:

Inte~rst=(Be1,+inninS oLyexr 6979nGe X.i +cash flowx i +2~+(1 —'+-2)

The ehange in. famuln rosulls in an incxeaso in [he total Excess Pan~ir~s of ppproximataty
$2.6 million and an offsetting dec~case in the Primary lntorest Crediting. For the SRBR, the
chnngo results in approzimetsty e $(00,006 decrease in Primary Interest CCediiing and a.
$2G0,000 increase in Excess Enrltings. 'Che uUnclunenf ~fo this letter providesaddiGonal
detail on the change in fotmules.

Tha interest iscredited effective ]une 3A, 201 I find lire Sxccss Turnings ere arodited effective
July I, 201 L

~HEif<ON
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Employed SRBR Genernl Totnl

Tolsi Cnroings 5. 213,159,048

~ninnce;July 1.29711 S 201,166,486 $ 2&i331,Otl0 $ 898,8L1,3G8 S 1,108,321854'

Nci (:as6litiw
Ocginning of Yeq~ S 0 $ 0 $ 33,470,021 S 33410,021

MIUillo of YCn[ (13,906,729) '0 (58,2G9.2Glj (72,1Z5,9'J2)

L~e~of Yenr 0 Q 8,764,954 8,769,954

TotxI NuI CASLQo~v 5 07.906,729) $ 0 $ (16,089,266) $ (29,998,OI7J

Crediting RqW 7.95% 7.95%

P~imarylnlecest C~xdiiing 5„561,93 2,252,315 80,084.4!4 87,898,589

ttxlxnm,Jnne 30, ZtlU $ 192,821.,587 $ 36~583~315 S 4h2,879,37A $. 7,I6G,27A~526

Excays 6x~~iiuss b , t$52b,036 112,7J4,J23 I2S,2Gq,359

Bnlnnce~Jn1Y 1.2U11 $ 192,821,689 Y 47 109,351 $- 1.055:339:847 8 1,291.484,885

812DR Uistri6utionfi

When La cess Earnings aro transferred to the SRBR pmsuan[ to the Municipal Code, it

increases the AcNarial Liability ns ills assumed these amounLS will ultimately be diffiributed

to mtirees and beneficiaries. Iiowover;. paymentg aee not paid [q ro6rees and beneficiaries

until a dishibution is ordered by the Hoaiii. Vtkile the City Council has suspended
distributions from the SRBR,foltowing our understanding of Council Resolution N71S70 add -
the accompanying memorandum dated November 7A, 2003,. distributions vmuld be made
-4otn the SLtBR in the amount of the-.intarest aedited t~~lfie. SRflR plus itre balance in ftie
SRIIR time u ceeds she minimum balenee defined by ih8 Boeid. Pot ~~is pwpose tUe balance
in the SRAR is [he 6alaucc befo~c inteuCSf ctedi;ing and before the Bxcass Earningg are
U~anaferced. The minimum balance is equal to $7,000 multiplied by lire numbrs oP ecfieees
and 6eneficiariea who wnutd receive a portion of the distribution.

The table below shows !fie calwlntion of the distribution- if the Cily Couneii re~instsEes
SRBR disfri~utions followingtl~e policy in Council Resolution ~F71870.

-~i-IEIROIV
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t SRBR Qalance FYC20lD $ 21,381~tl00

Z I'~EVIOYS XCT1'~9 ~F~C9f ~alTlvgs $ ~~950~000

3 Cun~cut Ycer 7nMresE $ 2~Z52,315

6 SRUR Disfritiutinn [NYC 3011 Of.FYE 2010 earnings Y -

5 SRBR Balance nYC-2911{]+3+4) $ 2H,331,000

6 Miuimum Bnlnnee ($7UAO x3~d28) $ Z~996,000

7 SRRA DIstriLutiou FYE 2012 E G~587~315-

(3 +(5-6,not lesx t4au $0)~

[f you. have any questions or would like to discuss tireso calculations, please call me nt
703} 893-1456 ezicnsion 1113 or Anne Harper at extension 1702

$inccrely,
Cheiron

~~G~..- ~ ,1.~-~._
William R. HaDmack.. ASA.. ACA, EA,.MAAA
Ctln}vlLing~AetUnry

~'~R.~
Anne ➢. Harper,EA,,MAAA
Assoelate Acwary

Attachment

cc: Carmen [lacy-Choy
Veronica Nieblx

-~-iiEiRON
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ATTt1CHML~NT
Interest Crediting Formulas

C'omnaHsnn of Interest CYediNne Formula

Nb1c11161t -

I = Interest credited in dollars .
i = Ihtcrest ntedi4ng rnfe
A = Begnningbalance '
.B = Endin~.batance
Crl+ Cssh flaws at bC~,imiing of period (i.e., City pve-paidmntributions)
CFM =Cash flDws fhrou~hout the period (i.e., member contributions anti benefitpayment~)
CRR =Cash FlOwsSt end ofperiod(i,e., City vue•up contributions)

Pi~ltlr foCmula:uased on average Ua4ance during year inctnding earnings

1 = ix(A +II)=2
Y Zix(A +(CPA+CI~M +CF6)=2)-(I —i=2)

New formula based on timing of City contributions

I = iz(A+CFA+CFM-2)

SlypOtlictical Lasmplo

Assumnli0ns.
i = ID°lo-
A = $1,OOb
CF-A = $3b -

CF-R = $10

The neY cash flow Por tCie year is $0 ($70 - $40 + $70), so the nvccagc halsnr.@ mCLGod
produces $ IOS iii unrnings (10%x $1,000 = 95%}.

However, (he new mefhod based on fining of City wntribulions only produces $10l "m
earnings (10% x ($1,~OG+30 —40 ~ 2)).

So, if our assumed enmings rate was 10% in this Irypothctical example; under We prior
tnefhad the p]an would tiaVe lb get $105 in comings before there wsa any fixcess Earnings,
buF under [he ~ww method We plan would only have to get $101 in earnings before these was
any L~cccss Ea~viings.

The table below summarizes [he IeSUILS oFthe SRBR ce~culations under the prior met}1od.

SRBR In[e4aet C~~dit,'p30/2011 $ 2,3~45,SS0
SRBftEkcess L~emings Credit, 7/12011 $ 12,2U4,I74
2D17 SRBRDistrilwtion $ G,G80,53D

~-4i720N
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~i L~4

' B ,CIas41FValue~,IOnovatNe Advke

Mach 29, 2012

tZ4 &LSC7RONICtHAIL

Mr. Russell Crtiaby, Executive Director -
Depar4nentoiRetitementServicas
1737 Nnrth I°f Street, Suitc 580
San Jose, QaliCo-xriia 95112

Re: City of Srsn Jose Po(tre end Fire A¢pnNhient R¢(ireixenl P7m~
Supp(zht¢ntglReltreeBeneJ~(Resuve;ds of✓i~np 30, 20/7

Dear Russell:

1'he purpose of this latter is M jtrovlde the Board with a review of ilie ca~au~9tion of the

balance of the Su~plementst Refired Benefit Reserve (SRBR) as of Tune 30; 2011, including

the amount of i~teresE w be tied tad as of June 30, 2011, the amount oP"excess eainin~.5" [o

be hansfcrred bn Ju~y1, ~Ol ], the amount m be distributed in 20]1, and t6c chorge to the

SRBR to offset-[he- 6ily's contribution on July I, 20:17.. These calculations have been

performed in acCOlda[+~. ~+'~[h our unde~ytanding of SNn Jose Municipal Code (S7NIC)

Section 336.580 aid have teen previously provided to iha IIoard as part of our lone 30,

2011 actuarial valuutfon:cepprk We refer you to that kepoit fur atlescription of [Ne da1a,

assumptions, ~Bthodobgy, and plan provisibn5 applicable to fliesc calculations:

9he;able below swnmarizes fhe rrsulis.of our c87culafions:

SftBR ln[ecest Cecdit,. W10/2011 $ (,2$1,4fid

SRBR ErzcessEarnings CYedit, 7/1!2011 $ ~ 0
2011-123RBRDist~iSution - $ 1,281;g60..
Charge to SRl}RfpK ~PFi2073 $ $48,379
Decrease in. City's :eonhibuiton rate for 0.16%
2012.13 due to Char

SRIiR Crediting

S1MC Section 3.36:580 describes how Interest Ciediks and Excess Eam~nya Qedits nre

c¢laulnted and [tBnsfermd to the SR6R The basic process is as follows:

1. In[0r6st CCWits - Eadi June 30; ILe itrve.Ftrnenf earnings attributnblo w the balance in the

SRBR. is allocated to the SABIt. TUa amo~rit of imeshnent earnings is ealculafed us9ns

the same riYethoddlogy that i5 u9ei1 to delcrmipe t}ie newm~iel value of assets £or tha

utuariat valuation. That is;. inm:stmenk reNms are based on rile change in [he smoothed-

actuarial velae of assets atl~tistetl fbs the approzimata fiming of cgntribufions and benefit

payments during the year. In no case is the amount a~locafed fo the SRBR [ass 1Fiamzerb.

Ri5W 5dunon Amer 11 thflaot Pbrgend,b1I 9I2U9. Ti:9n.t4),4>G5 Fax: hgA93.3006 vrv+w.Jieironix

PC 04-05-12
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Mr. Hassell Crosby
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2, U~ cress L'amings CrrAi6< -Ten percent oiany smootfiRd inveatrneirt earnings above the
assumed investmentreturn on the actuorial vffiue oYnori-9RBR assets is transferred to Use
SI2BR.. '['tie ng~sfer is deemed to take place on July S fo1(6wing the,valua~ion date.

Rssed qtt the June 30, 2011 AeUiaria[ Valuation the inveslmen[ return on'Ihc aciva~'ial value
of:nssela was below the assumed inves4nent ~etum 01'7.75 % so tfie Excess. Farnin~9 Credit is
zero ftlr Hds year. Given the ipvestment repim of 3.9877% and an avemge nnnunL SRT3R
balance of $32,733;466, the lnletcst Credit is $1,281,464.

$R8R Distributions

IIenefit distrifiiUons fmm tNe SRliR iii a given year }lave 6eon based on the Irttarest Credit
from the pcior year's valuation. Since the interest Cecdit far the SftBR in the Jgne 30, 2011
Actuarial Valuatlon is $1,281,464, the 6ene6C~sn•ibutinus from the SRBRduring 20Y I-2012
u~ouid also be $I,281,9G4. Nawever, S7MC Scetibn 3.36.580(b)(2) prohibits disG'ibutinnS
feom the SRBR between January I, 2010-and June 30, 1Al2. TnMe 1 below shows the SRBR
distrihuuons for sash vuluaGon year tkat.leave notyet been distributed in uuie they can be
disUihuted a$er June JQ_2012,.

Table 1

^uRBR Regular Interest Gredit5 Not Yet Dfytiibuted

Veluafion Year Ntet'estbrodit

2008-09 - ~ R Z96,IA7
2oo9ao 719,742
2610-i1 - 1.28L46R
Total S 2,292,353

SRBR Charges

When lfie Gity's ~ronlribuConYate 7ncreusev due'to poor inveStmentee~nutgs, ~h8re is a ch61gG
N the SRRR that partially offsets the City's iatc incrcese.. This chnrgcis tHt mutimum of (a)
fjVe percent of the SRBR tl~tanee 2[.Ihe end of th¢ year and (b) ten perwnl oPtfio incrcese to
We Gily'a E011e~' aDUtF~butiOn due m the invesunent loss. Since the Cily makes its
CbpttibUUon atthe bnginrting of the gear, it is assumed ghat the hansfer happens on July (of
the-fiseal yogi• in which the imm~em in wntrihu[ion rates oecros. For the 201 p-20(I fiscal
year the SABR c6aege was $1~207~958~ and for the 2011-2012 fiscal year, the charge was
$1,286;067,. TflbIC 2.below sHb"v75thc'ealoulation of the charge to the SRRli.and the offset [n
the~City`s contribufibn rate Cot tfie2012-13 fiscal year:

--~HEIRON
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Mr. Russe3l Crosby
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Te#+le 2

Calculation of C4arge:tu SS2BR for FYF 2013 -

1. lncrevsa in UAL due to invesiment:loss in 2019-11 $ 96,472,833

2. Amortization factor &Z99%.

3. Incronse in City's dollar Cpntii64tion as of July 1, 2012 [l =2] $ 8,483,740

4. SRBR bala~e as ofJunc30, 20ll. $ 33,416,870

3. Charge to SR1TR on July I,'2012
[~rlinimum of 10%of J apd 5°/a o['4J $ 848,379

6: Pmjccted 2012-13 payroFl $ 190,726,258

7: Decrensa in Ciry's wntribufinn i~2le for Y012-13
[(5 x I.075^O.S)-4] 0.46%

SRBR lieconeiliaton

Table 3 below siwws A.reconcilintion of the SRBR for the past two years.

TaLie 3

Changer in SupPlementsl Re6rec Acoeft Resmva

SunC3~, ZQll Sune 39?AIO

SRBR Balance, begjnning of year $ 39,343,364 $ 32,623;622

Chn~gu to SRBR for poor investment enmings Q,207,958) 0
[ntaast cnredited. ~ 1,261,464 719,742

FaceCSS ea~bitlgs transP3rred 0 0

BeneRtdistri6utians 0 ~

ISR13R 6ai9nce, end~ofyea~ - $ 93,416,870 $ 33,343,364

TLis leltec was Prepared exclusively far the Beard of the City of San Jose Potice.& T~tite

~epartmCM netitement Pinn for tho pucposa 6f reviewing fhe SRT3R calculations rreViousty
reporieA as pai4 of iheJune 3tl, 2013 acWxrisl valuation. It liu been propared in aornniance

wlth genCrally recognized and eceepled actuarial princi7ilcs and prectices whieh bre

consistent with Use Oode of YroFessional Coudnct and applicable Actuarial Standaz~Is oC

Prncticc se[ oat by IheAcMerial Standards Board. Furthermofe, as credentialed aatua~res, we

meet-tho Queli£icaGon SWndartFs of the American Academy ofAcWaries to render tfie 6(ttion

contained amtGis letter. This terror does not address any contractual or Iegal issues. W¢ n~

not a<tomeys antl out'~mt does trot provide any tepl services or advice. This l@tier is pot

int¢nded to benefit any third party, a~ Cheiron assumes no duty or liability to any s+ch

Pa~'~Y~

-~NEIRON
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If ytlU have any questions orwould like to discuss these Chiculati9ns;.please call Bl~l at
. ~703~J8434436~extensiarc)fl3.

5incorely;
Chelipn

Wi[Iiam R. Hallmark,ASA. ACA, EA,MAkA to hun A. C. Davis, FSA, SA,MAAA
Consulting Actuary Gonsu(EmgActuary

cc: Cairnen Racy-Ghny
VeYOniCa NiebiB
Gena tCslwaesl<i

~~`~iiHRON
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2011CITY.OpSANJOSE—ABMEI r~nyg711.if y¢q~or~l,¢~l1'

t61TY',PRpP.OSAL-, UPPLEMENTAL R̂ETIREE~BENEF.IT_RESEItVE{SItBR ~t,~'.-,,

Proposed Language:

As soots as. pracficab/e; the Supplemenla(~Retiree 8eirefif Reserve (SRBR) wi!/ tre
etim(neted and the funds set aside far th8 SRBR will be put back into the Federated Cify
Employees' ReGremenf System Fund. ~ _

,~vrc e-~r~:

c,nh ~~~h~~i~
-~~-
o~~~ 31~

.. ~b72 /i/Ui d N,'

~~~

g-L3- //

ciry.ot sen Jose
JuEy 29, 2017
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2o~a cirr o~ sara Joss- isew 7"~.~r~rr~v~ ~~~~m~

~. CITY:PROPOSAL'',.SUPPLEjJIEN'TAL'RETIREEB~NEF~T,.RESERV~. S( RBR1 ~`~~`_

.Ptoposed Language:

As soon as .prac/icabte, the Supplemetlta! ReNrea Benefit Reserve (SRBR) will 6e

eliminafed and the funds set aside for fhe SRBR w41 be put back into the Federated CiEy

Employees' RetiYemeni System Fund.

~i~a...~e~ (lug--~ 
' 7.6,E, inl. B-za-w~~

l,~„ 6~~,~,~1,

~~~,/' 
_

Ciry of Sen Jose
July 29, 2011
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2011'CITYOFSANJOSE—OE#3 —7~~~U/RT7t~f f~, f',~'2/~~P~-f

CITYPROPOSAL-"cSUPPCEMEN7ALsRETIREE~.B~NEEIT; ESERy SRBR)r =~'~'~`_

Proposed Language: -

As soon as pracUcabfe, the ~ Suppler»ental Refirea~ Benefit Reserve {SRBR) - wil! be
eliminated and.the funds~set aside torthe SRBR w~7f be pat back into the Federated City
Employoes' Retirement System Fund.

~,e, ei~J

~n~ ~~Yl~i~~~

~~~Z

n~/2~f1)

~'-OK Lt/vlbM/;

City of San JOSe
Juiy 29.20N
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2011 CITYO~SANJOSE-CEO T-?~zYzL7ili-e /~Yl~ein_ea7-'

C~ R P.OS L SUPI'L MENTAL'"RETIRE~~BENEFIT~2~SERVE'SRBR)n "'~..:~

Proposed Language: _

As soon as ~prac4cabte, die Supplemental Retiree Benefit Reserve (Sft6f~ wIN be~
eliminafeti and the funds sef aside for the SRBR will be put back into the Federated CI(y
Empbyees' Retlremenf Sysfem Fund. - - ~ -

fix. C %7'~f ; FdiC N~ .~ -

~~~B ~~/"
~ J-A VERNS S. WA$ 'I NG~TON

~y~ HFSGMG
t/! C'oNFtDENR(~I-C-hA~'(~`~E4S o2~i~fJ~L}parJ

o ~~z ~1i

City of San Jose
Judy 29. 20N
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2071 CITY OF SAN JOSE - MEF -^ ~~~!~ ~~v~'-

CITY PROPUSAC= SUPPLEMENTAL'-RETJREE kiENEF1T=RE$ERVEi(SRBR ._f~ ~-.?

ProposedLanguage:

As soon as practicable, the Supplemental Retires BenefifReserve (SRBR) will tie

eliminated and the funds set aside for Gee SRBR wiU ba put back (nto the Federated Cfty

Employes' Retirement System Fund.

~YT/2 L'ZT~/.'. ~it2 G/hii'~i

C~~/h~v ~'-l`~4)h~/
/~V "V)c%:Q.eLr1F_{.C~.. `i - \.u~q,~~/~ d U 8123Fif U

f~~~ lolanda A- Cruz

C~~~.~S~I] MEF AESCmE lc~cc~l_ 10f
Presi den-F

City of San Jose
July 29, 2011

GURZA000747



EXHIBIT 54



~q~y s A~o crrY of satv:ros~, cAt,~o~-
OOiaoftheC+ry G9u'k

* M 7APFast SenmClore Strcst
San Jyaeg Cali[omie 95ll3

lF0 F 
PfJC(408)~4~~-12b0

City Clerk -

STATE OF GAI.IFORNIA)
COUNTY OF SANTA GLARf~) - .
CITY OK SAN JOSE)

-I, Dennis D. Hawkins,.City Clerk & ExAi(icio Clerk of the Counal of ettd F~sr tMe.

Giky of San JosB,.in said County of Santa G~ara; and State of California, do'hereby
certify that Ordinance Na. 29174, the original copy of v✓hich is attach¢d hereto; Was

passed for publication of title gn the-Gfh of November 2092, was published in
accordance With fYie prnviSions. of the 6harter of the City of San -J056, end w2s given
final reading and adopted on the 4tli day of December, 2012 by the following -vote:

AYES CONSTANT, - HERRERA, LICCARDO, NGUYEN, OLIVERIO,
ROCHA; REED.

NOES: CAMPOS, CHU, KHLRA, PYLE. - -

ABSENT: - NONE. ~ - ~ -

ABSTAINED: ~ NONE..

VACANT: NONE.

Said ordinance is effective as of January A, 2013.

IN WITNESS WHEREOF, i have hereunto set my hand and axed the, w[porate seal

of tMe City of San Josh, this 12fh day of December 2012.

~s~~, I. ~ ~~~~,,C~
DENN{S: ,: HQN7KINS
CITY CLARK&;~X-OFFICIO
CLERK OF THE CITY COUNCIL

isme
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oRONOZS~~a

- ORi31NANCE NO. ~ 91T -

ORDINf~NCE OF 7HE C17Y.OF $AN JOSE A

FIOUS SEC710N'3~0~ CHAPTER-:3.28 OK TITLE
1: JO5E M47NICIP~AC CDDE TO. CLARIFY "

CLAi;I~Y 'THEDEFINITIO~ OF TIER 2

-- DtS~C~?PITiNUE:-THE.:9UPPLEMBNTAL RETIREE

THE

WWEftEA3, the Ciry of 3en Josh ("Ci}y") wishes to further implement tha provisions of

Article XV-A of the Ciry's Charter and clarify that i~ the event of conflict between the

. - ~ prouisions ofi Arficie XV-A of the Guy's GhaRer and the Federated Gity Employees

RatirementPlan, the Cify's Charter eont'resis; and - - - -

- WHEREAS, the City wisfi~s to Gariy ffieY Certain employees w}io p~rttbipat@'in a.Ciry

sponsored defined contribution plan will be exclude8 from participation in the: Federated

City Employees Refiromenf Plan; and

WHEitEA5, fhe City wishes tvdlscbntinue use of tho Supplemental Retl[ee Benefit

R2serve;:an8~

WFIEtZEAS, the Gry~v✓I51tes tA~clarify thatih`e ~ctdaiial soundness of the Feklerateti-city

Employees Retirement Plan is determined in a manner consistent wlkh Adicle XVI,.

Section -17 of-the California Constitution (Yhe "1.992 CaliforFlia Pension ProtectionAcY');

and

WHEREAS, the City wishes to make additional requirements relating to mandatory

enmliment of Federated City Employees Retirement Plan members into Medicare;

i
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NOW, THEREFORE, $E I7.ORDAINED:BY 7HE COUNCIL OF THE CITY-OF SAN

:LOSE:

5£CTION 1. Section 328.010of Chapter 328 of Title 3 of the San Jose Municipa6

Code is amended to reatl as fal~ows:

3.28.090 Plan-EstaBilshed-Name-Scone

A. There is horeby established e retirement plan for all pereons, hereinaRer in this

cltapt2r speci$ed, who may become members thereof pursuant to the provisions

of this chapter. This plan shall be knowtl as the "1975 Federatetl City Employees

Retirement Plan," and includes all provisions of this. Chapter 3.28.

B. Notwithstanding any.provision of the coda-to the contrary, the. elements of the

-. retirement plan as set put-in GhapterS-3.16, 320, 3.24 and 3.28 are components

of a single re6remenf system known as the Federated City Employees

Retirement Plan.

-C. Contributions made by the City and the members of the plan to the retirement

fund described in Paft3 6f thin Chapter shall be made for the purpose of

~disNbutlng to such members or tYieirtien~ciaries the corpus and income of the

fund in accordance with tYie fsrMS-of kfils piAn.

D. The Federated CityEmpioyees Retirement Plan is established as a gvalifietl

governmental defined benefit peen pursuant to Sections 401(a) snd 414(d) of the

~ntem8~ Revenue.Code ar such other provision of the Internal Revenue Code as

appiic&Ule antl applicable treasury regulations and other guidance of the internal

revenue service. The board-shall ba authorized to adopt rules and regulations

which are appropriate or necessary to mainfgimtFtie qual(Fied status of the plan.

2
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~. Effective September $0, 2012, the Federated C$y Employees-Retirement Dian

has beep ame~td~d to-:provide foY diff8rent retiiament benefits for individuals

hired~ot rehired by the Clty omantl.a$~r ihat date. Members subject to these new.

benefit provisions are refeired to in this chapter as Tier 2~members,

F. 4lnder the City Council' authoriry.pursuant to Article XV, SecUOn 1500 of the Cify

Charter, the provisions of Rrticle XU-A of the City.Charter arehereby

implemented into the SanJO9€ Munigpal'COtle. To the eictent th~reis any

conflict-between Article XV-A of1ti~ Qity of San Josh's Charterantl the provisions -

of the:Federated-City Employees"ketirement System, Fvdcie XV-A wi0

supersede any conflicting provision in the Federated City Employees' Retirement

System, excent~as ncovided in..Section 3:28:350 B

SECTION 2. Section 3.28.030.28 0~ Chapter 3.28 of Title 3 of the San Jose Munioipal

Code Is amended to read as-follows:

3.28.tl3028 Tier 2 M2rnbeP

"Tier 2 member" means any person who is hired', rehired or reinstated 6y the City on or

after September 39, 2012 except for any person who is eligible and elects to participate

in a defined contribution plan established Under the San JosB Municipal Code.

SECTION 3. Section 3.28.070 of Chapter 3.28 of Title 3 of the San Josh Municipal -

Code is amended to read as follows:

3
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3.28.070 Terminatio ,_,_n of FIBm

- A. Upon the tCrmihstion of-this plan or upon the compleIe tliscon$nuance of

contNbutiohs unrJei the plan, the rights of esCh member, fotTYier member and

beneficiaryto ti~hefits acemed to ttie.date of such terminafion or discontinuance,

to the extent then funded, shall'be Nonforfeitatile..

B. Upon the terriiination of This plan, the board shad perform atl of the following:

1:~ Uquldate the assets of U?e retirerpent fund.

2. Pay &11 of the accrued adminishative expenses of the plan, including the

expenses of liquidation. - -

3. Determine the rights of each member, fprmer member and beneficiary to

benefits 9ccnted to the date.of termination, end ensure fbat ail such-

benefiEs ha4e~heen OY are paid to the respective poisons.

C. Wpon the te[mination of this plan and the satisfaction of-all liabilities described in

SWseetion~ 8. above, the board shall allocate any remaining assets of the

retirement fund t0-tile members of the plan on the basis of yeors of service and

final comQensallon credited to the member aj fhe time of terminatton of the plan.

SECTION 4. Section 3,28.340~of Chapter 3.28 of Title 3 ofthe San Josh Murlicipgl

Code is amended to read,as follows:

3.28.340 Disuosition of Earnings

A. Definitions. For the~purposs of this Section 328.340, t}~e terms listed herein-shall

have the following meanings:

4
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9. "Income accoufiY means khe account established in Nie general reserve

pursmant tosubsection B. below.

2. "Interest crediting rate" means the interest rate determ(ned by the board

- fior. crediting the employee cantributibn reseN.e.

B. Retiremsntfun~tl-ieserves. There shall 6e. establisMeB in the ieHrement fiand the

following reserves: -.

1. The employee conldbutlon reserve.

a: The troard shall credit to the employee contribution reserve all

conMbutiolis made by membefs of tNe retirement system and all

- interest payable pursuant to subsection C, below.

b. Moneys in the employee contribuflon reserveshaiF be•avaiEabie for

the payment of benefits andfor the return of~conhibutions pureuant

to Section 3.28.780.

2. The general reserve. -

a. The board shall establish an income accountand-~sha8;cretlit tNe

income.account with all rents, interest, dividends, realizadgeins

and losses, un~aliied gains and bsses, and all other income other

than employer contributions, received dUting the fisaai year. The -

board shall pay from the income account all expenses and

administrativ8 costs as they are incurred.

b. ~ The board shall credit to the general reserve ail contributions made

by the City, all interest payable pursuant to subsection C. below,

5
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- and that portion of the excess earnings determined pursuant to

subsection D, below. - - ~ -

c. Moneys in the general reserve shall be aysilabfe for khe payment of

benefits &nd for the payment of the expenses and adminisfr~tive

costs of the rEtirement syst~rvi-. -

3.: ~ SucR-outer reserves as (he board may determine from time.to time.

G. Credit to co~tributbns and reserrves. All interest credited pursuant to{his

subsection C, shall be deducted from the income acbount.

1.. Intere51 shallbe cre8ited to~the employeecOnt~i6ption resetve on.a semi-

- annual:basis; or more frequently if authorized by the boarcJ, at fire interest

creditingrate.

2. Interest shall be credited to tho general reserve es (tillows~

a. interest at the actuarially assumed annual rate of rehtrn adopted by

iMe board pursuant to Sect7on 3:2$.200 or a4ths actual rate of

retUrtteamed-by theietirercie~tfur~ti~during[heappitcablefiscal

year, whichever is lower, plus

b. interest calculated as the diftereace behveen (Ij4he interest that

would have been credtted io the employee conFribution reserve had

- -the employee oontribuUon reserve-been crBdiYed at the actuarially

assumed annual rate of return adoptetl py the board pursuant to-.

Section 3.28200 or at the actual rate oFretum earned by the

retirement fund during the applicable fisea( year, whieh0vet is

lower, and (ii) the Interest acfually credited t4 the employe

contribution reserve pursuant to subsecilon C.1. above; provided,
s
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however, that there shall b@ no offset to the general reserve in any

~~case~wherethisdifierenceisanegative.number. _

D. Ext'kss ~amings. - -.

1. VYrthin ninety (90) days from and after receipt of audit iepods for each

fiiscal year, the. board shall determine the balance remaining In the income

accauntaftercredit(ngofiMer~stasproaidadfn~subsectionG,above,and

after payment of-administrative costs and expenses of the retirement

syst2mforthz-appiteable#iscaly2ar.

2. ~~If (he balance rema{ningin themcome accoum is greater than zero, the

b08rd s6all:by written r8solution declare-thatbalance YO betlie excess -

earnings torthe applicable fiscal year, shad transfer the excess earnings

to the general reserve. If the bala~ee remaining1n the Income account is

less than or equal to zero, the bosh by wrdten resolatlon shay declare

3fiat there are no-excess earnings end shall adjust the gene~st reserve to

reFleat any~negative balance in the income account so ihakthe. balance-in

the income account is zero as of the beginning ofoacN fiscal:year.

SECTI(dN'5. 5eeti0n 3.28.350 of Chapter 3.28 of Tidz 3-of FBe San.Jos~ Municipal

Code is amentfed to read as follovts:

3.28.35D Invastrtieot OfFund5-= ContlitiOnS and UiYtit~tions

The board shad invest and reinvest the moneys in the rBtiYement funq_I~ accorclaoce

with the following standards: -

A. The assets. of the retimment plan are trust funds antl shall be held for the

exclusive purposes of providing benefits tornembe~s of the pl8n and their
7
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bene~daries and defraying reasonable expenses of administering the plan. The

assets of the Yetiretnent plan mustmo4 revert, and no conttitiutions shall be

permitted to be ~0tumed to the employers, except as perm~~ed by Revenue

-Ruling91-d:

B: The board~sAall tlischarge its~duties with tespeCt to the plan solely in the Interest

of, end for fhb exclusive-purppses of providing- benefits to,-members pf the plan

and their p2neflct8des, maintaining Uie aeEuariei soundness afth~ plaq in e

- ti~2nher coesistenfWitlY Rxticle X\/6, Secfion h7 of ~tl e California 6tinstitutlon. (the

"7992 CaliFomia Pension ProteotiomAct"), and defraying reasonable expenses of

admintstering the plan. The board's dwtyto the members and fhei~ beneficiaHes

shat( take-pr2CetlBnce over any~othe~ duty, -

C. Tho bo~[d Shall discharge Its duties with the caYe,. Skill, pr~idenca and diligence

underSha circumstances theq prevailing thata~ptudent-person actingin a like

cspaciry' ~ndiamiliarwithihesematt2rswoulrl-vseimtheeondudafah

enterprise-ot {ike charaGteraod with like-,aims. -

p. The board shall diversify the Investments of the plan so as to minimize the risk of

loss and to maximize the rate of return, arlless~under the circumstances, atis

cleariyptudent not to do.so.

E. Tho reUremeitt plan may paHicipata untler S~ctlon 404(a){2A) of the Internal

Revenue Code in-a qualiFled group trust that meets the requ(rementsof Section

A01(a) of (09 Internal Revenue Gods to aCCOrdanc2 witfi Revenue Ruling 81-100,

as amended by Revenue Ruling 2004-G7. -

SECTION 6. Section 3.28.1970 of Chapter 328 of TIBe 3 of the San Josh Municipal

Code is amended to read as follows:
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328.9970 RequiremenisforParttcinadon in MedicaiInsurancePlan

A. A meMber, as specified in.Sec6on 328.1950, above; is eligikile to-parGcipata in a

~medical_insurancA plansponsored py the~City ptb~tletl kflaf iMe mamb~c satisfies

th2~following requirementsi

1. The membor retires far service or tlisabili{y parsuant to the provisions of..

iNiscFlapter; and ~ -

2. -The member applies for medical insurance coverage. of the time of his or

her retir@ment in accottJance with the pYavisions of the medical insurance

-pierc, end-agrees to pay any applicable premiums.

B. A survivoY, as speciFled in Sectioq 3.28.9980, above, is eAglble to participate in a

medical insurance plan sponsoretl by the City prodded thaf the following

canditlbn~ are satisfied:

The survivor is receiving a mbnthiy survivorship allowance because of the

death of a member who either died during his orher employmentwith the

city of died after he or she terininaterl Cily employmen4andwas retired

:pursuanttotheprovisions.ofthis.chapier,:and -

2. Rt{he~ Gm@ of the member's death, the h7ember and the survivor were

enrolled in-one ofthe-medical insurance pens sponsored by ttre City; and

3. - The surviuor applies fo continue med(catinsurance coverage at the time of

tlre- member's death, and agrees to pay any applicable premiums.

C. A member may secure medical insurance coverage fof a spouse only if tho

spouse and member were married at the time of said members retirement for

-service ordisabil~ty..
9
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D. A rYiember may securg medical-~iosurancesovet~ge for a domestio-partneronly if

the domesticpartner and member had established-a registered domestic -

partnership. pursuant to Division 2.5 of the California F~miiy Gode or had formed

2 legal anion otherthan a marclage thaYis recognized as a domestic partnership

pur5U8nt to Calffomia Famlly:CodeSecGon 298,2 attRe time bf~seitl membeY'5

retiremet7tfatseTVlee:ordisabQiiy.

6. H surviving ap6use or suniiving domestic par(nershall 6e eligible for single

coveragaonty, except.:as foliow5:

1. Asurviving Spouse: orsurviving domestic partner shall be eligible for famiEy

Covefage.if-at least one surviving chllil as defined in Section 328.1460.D.,~

aratlea6Eonechi~doftlie;survivingspouseorsarWjvingdomesticpaitner'

:who is unmarried, Kota member of a'[egistered. domestic partnership and

Undertlie fige of•elgh#eenyeals, or ari eligibie~sunilvingchiltl for purposes

_of recelvlltg a-school ailowan'Ce as doFin~ed M S"actibrt 338.1750, is-

surVlving (he death-af a moinber; in spCKCes~; if such child was enrolled

in a medical insurance plan sponsored by the Gity at the time of the

member s d9alh,

~.~ ;Fcsurvivtsg.spousQOrsurvivingrlomestisp~rtnershaltbeeligibieforfarriity

,. coverage If-tYie~surviving spouse er surviving domestic padraer is the court-

appolntesi-guardlanofthepersonofa~minorcriildnr-childen-andsueh

minor chiid:or children-are~eligible fof tipVerage under the fsrms~of 4he

eilgiblemedical plan.~A surviving spouse or sutv'rving domestic partner

- may continue family coyetage eifer such eltild teaches ttis age of majority

fn any o'ase~WlYere, if such child had bebma.surviving child of the member.

such ahitd would 6e an eligible suNiv~ng clilld for ~iurposes of receiving a

-school allowance pursuant to Part 14 of this Chapter.

t0
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F. AS used in this section, "medical insurance plan sponsored by the city" means an

eligible medical plan as described In Section 3.28.1990, Below,

G. NoYvaithstar~tlit5g the ptovlsiorts bf SL~Uoits 3;28.i970:A1., 2.,.and 3.. and

3.28.1876;6:1.,2.; and 3-., members ortheirsurvivors whowould otheiWise

qualifyior partiapgtion in a medical lnsuranoe plan pursuant fo the provisions of

. this part, but who,-at the Hme of reUtementor death, could not enroll because the

bonefits provided in this part were not available at the tuna pf tRe mzmber's

retirement for senJice or disability of death of the member, may enroll in an

eligible insurance plan as provided for in this part on or before October 31, 1884

If @ member or survivor does not enroll on or before October 3T, 1984, then said

members or their 5urvivars must otherwise nomply with tMe coverage flmitations

provided in Sedti'on 3,28.197b and wilB aif other ~irovislons of this part.

H, ~ _ H surviving spouse who would othehvise qual(fy for family coverage because the

surviving spouse is the court-appointed guardian of the person of a minor child or

children but who could notenroll because the family coverage provided h

subsection E. above was not available.to the surviving spouse at the time of the

members death, may enro0 in family oaverege in an eligible insurance plan'as

provided for in this {Part until December 30, 2002, only. Said surviving spouse

must otherv✓ise comply with {h~ coverage GmitBtions.sat forth In this SecNpn

3:28.1974 and with all other previsions oY this part

Effective ~epternber 34, 2012 for Tier 2 members and effective. January 4, 2013

for non•Tier 3 members, a member anti/or dependent end/or survivpr who is

eligible for retiree heahhcare benefits in the Federated City Employees'

Retirement System and who is eligible for Medicare coverage shall be required to

enroll in Medicare fart A and B wifhin 6-months of reaching the age of 65.

However, if a member is already retired and age 65 or oldor on the date this

Section. ofthe Ordinance becomes effective for such member and is eligible for

Nledicar2 coverage then the member sh016be required to enroll in Medicare Part
it
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A and B by July 1.2013. AddfHonaily, the plan mem6er,andlordependent andlor

surilvor who is eligible for Medicare coveeage shall be required to enroll in a

.Medicare Elan provided byihe Federated City Employees' Retl7emaM System

~and~assryn A~edicare Part A and B benefits to tN~ 6letlicare Plan-if required by

X18 ~i88If~lGe(A p(OVI(IEC.

Ifi a.pl2n~triember was hired before March 1986-and Is not eligible far M~CaYe

Pad•A et no post nr a plan member foY any reason~is not:eligibie for Medicare,

the plan -member sha[I be required t6 providQ such verification fmm the U.S.

Soelaf 8ecurify Administration to the [SepaPtment of Retirement Services within 6

months from the date the plan member becomes age 65, or if the member is

already retired anal. age 85 or oidef fln Jetwery 4, 2013 then by July 1, 2013.

Un1esSsuCh vetifioa8on is provided; Plan members shall be Pequired Eo enroll in

a Medicare plan prpvided by the Federated City.Emplayees' Retirement System

within 6.months from the date the plan member is age 65 or~if the member is

refiPed:andagefi5.. _

-- IF~plan rn2mber fAilgto meet ffie requiremgnts Set fodhabove within~6montlis

from tMedate the member becomes age 65, or if the member is retired and age

65 or older an the effectiJe date this Section of the Orclittanco bocomes

applicable to suds member, by July 1, 2013, the Plan shall cease to provide

ietlree healthcare benefits wn61 the Plan member completes such requirements,

This means. that Yfie member: and ahy gwalifying dependents shall not-receive

retiree healtkcare benefits. The. Plan member and qua0fying dependentsshall be

- re-enrolled in retiree healthCa~e benefits beginning the first d2y of ihefollowing .

month aftei sueh requirements have been ~ompletetl. -

If the Plan member dies during the period which the plan member failed to

complete the requirements set forth above, the eligible spouse or domestic

partner and any qualifying children) shall be re-enrolled ~in a health insurance

plan. The spouse or domestic partner shall be enroDed upon attaining age 85, or
72
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Iffh'e~epause or domesUcpartnsr is age 65 or older on the effeotiVe deie, byJUly

1, 2pd:3: The teGulrem~nts.~iescribed aboveregersiing ellrOtUnent in'MedlCar2

Parts-.A snd B and enropmenk in a Medicare Plan prouided 5oryity-retirees and

dependents, and assignment of Medicare:Patls A end B benefits~to the Medicare

-Pfsn must kse fmlfilled; unless veflficatio~i is provided {Hat the spouse-or dgmestic-

phrtt3er~.ls not eligible~~fon.Mectieare coveesgeas deseri6erYindhisSecflon. If~suoh

regUi"reifsents.aYg notrtiet, reG[ee healthcare coverage will-cea3e unttt:~Ucli:

regUliements ana completed, in~4he s&me-manner sstforth-above with.respect to

memflets:

SEG71bN~7. -7he~provlsions ofthis-Ordinance shal(be effective on January 4, 2013.

. PRSS~D F4R PUBLiGR710N of title this 6th~day of November, 2072, by the following

udfe

AYES.-. - GONBTANT,'HERf~ER.P.,,,LICGARDO,.NGUYEN;QUVERIO,
`ROCHPt:R~ED:

NOESt

..ABSENT:

GA1iAPOS, CHU, KA6RA; PYLE.

NONE.

DISCIWAI:I~IED: NONE.

D~NNI3 D: NAWKINS';•C vt~
City Cterk
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